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EXPLANATORY NOTE

Commerce One, Inc. (“Commerce One” or the “Company”) is filing this Form 10-Q/A for the quarter ended September 30,
2003 to reflect the restatement of its unaudited consolidated financial statements as of and for the three months ended
September 30, 2003. See the financial statements and Note 1 thereto included herein for a description of the restatement. This
Form 10-Q/A does not attempt to modify or update all other disclosures set forth in the original filing and this Form 10-Q/A
does not purport to provide a general update or discussion of any other developments at the Company subsequent to the
original filing; any such disclosure as of the date of filing of the Company's Form 10-Q for the quarter ended September 30,
2003 is contained in such report. The filing of this Form 10-Q/A shall not be deemed an admission that the original filing,
when made, included any untrue statement of material fact or omitted to state a material fact necessary to make a statement
not misleading.
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ITEM 1. FINANCIAL STATEMENTS

Commerce One, Inc.
Condensed Consolidated Balance Sheets
(In thousands, except share and per share data)

September 30, December 31,
2003 2002
(unaudited)
ASSETS (as restated)

Current assets:

Cash and cash €qUIVAICIIES.........iiiiiiiiii ittt et et e e $ 11,923 $ 73,753

SHOTt TEIMN IV ESTITIEITS. ..uueiteeeeei et e e et e e e e e e e et et e e e e e e e ee et e aeaa e eeeeeeeseeesenennnnnees -- 3,510

ACCOUNTS TECEIVADIE, L. ..iiiiiiiiiiiie ettt e e e e e et e e e e e e e e e e e e e e st eeeeeaaas 2,566 7,373

Prepaid expenses and Other CUITENT @SSEES........ceeiruuiiiiiiriiiiteiiiiiieeeeiiieeeenitie e e et eeesbeeeeeesaereeeenas 7,735 4,923
T OLAl CUMTEINT ASSEES. .. .eiiiiiiiiiittiieeee e e e e e e e ettt e e e e e e e e e et e e e e e e e e e e e e e et eeeeeeeaeeeesea st eeeaeeeeeeeeeans 22,224 89,559
Restricted cash, cash equivalents, and short-term iNVeStMents...........ccueeeerriiiieeriiiiie e eiieee e 3,187 35,630
Property and eqUIPMENT, TET.....ccouiiiiuiiiriie ittt ettt ettt e st et e et e e e e s e seae e 3,778 9,761
Other intangible assets, net.... 8,361 18,449
INVEStMENTS AN OTET ASSEES. . uuuuuiiiieeiiiiiiiiii e et e e e et e e e e e e e e e e e e e et e eeaeeeaeeereans 7,278 6,023
T OTAL ASSEES. ...ttt ettt ettt e e e et e e e e et e e e e e e e e e e e e e et e e et e e e e e et e e e e atee e e $ 44,828 $ 159,422

LIABILITIES, REDEEMABLE CONVERTIBLE PREFERRED STO CK
AND STOCKHO LDERS' (DEFICIT) EQ UITY

Current liabilities:

ACCOUNTS PAYADIE. .....cutieiiieiiieiiett ettt ettt ettt et e e e esbeeebeesseesbeesseesseesseesseenseesseenseenseenseesses $ 3,228 § 3,104

Accrued compensation and related EXPENSES.......evuuuiiieiiiiiiiiee ittt e 1,998 8,338

Deferred revenue 13,686 23,546

Other current liabilities 11,619 29,997
Total current HaDIIEIES. ......ovviitiiiiieie et e e e e e e e e e e e e e et e e e aeeeeeeeeeans 30,531 64,985
INOTES PAYADIE......eeieiiiiiiee ettt ettt e ettt e e ettt e e ettt e e sab e e e et bae e e st - 25,000
Non-current accrued restructuring charges and other non-current liabilities.. 1,995 21,947
Warrant Hability........cocoiiiiiiiiiii e 3,716 -
Commitments and contingencies
Redeemable convertible preferred stock, Net.........occueiiiiiiiiiiiiiiiiii e 9,976 --
Stockholders' (deficit) equity:

Common Stock, par value $0.001, 95,000,000 shares authorized;

31,780,289 and 29,276,716 issued and outstanding at September 30,

2003 and December 31, 2002, 1eSPECtIVELY.....eeeeiiiiiiiieieiiiiie ettt e 3,683,649 3,674,645
Deferred stock COMPENSALION. ....cc.uiiiiiiiiiiiiiiiii ittt sttt - (4,385)
Note receivable from StOCKNOIAET........cocuuviiiieiiiiie i e e (129) (129)
Accumulated other comprehensive loss (1,325) (1,203)
AcCUMUIALEA AETICIE. ....eeuiiii ettt ettt ettt (3,683,585) (3,621,438)

Total stockholders' (AefiCit) EQUILY .......veteeeiuiiiieeiiiet ettt e ettt e e ettt e e ettt e e e et ee e eeeeeeeeannnee (1,390) 47,490
Total liabilities, redeemable convertible preferred
stock and stockholders' (defiCit) EqUITY.........eeerurieiriiiiiiiieiiie e e $ 44,828 §$ 159,422

See accompanying notes to condensed consolidated financial statements.



Commerce One, Inc.
Condensed Consolidated Statements of Operations
(In thousands, except per share data)

(unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
(as restated) (as restated)

Revenues:

LICENSE TEES....evveeieiiceeiee e $ 906 $ 8,498 $ 4,896 $ 24,079

Services 4,816 17,925 22,236 61,936
Total revenues(1)...ccuveeeereiiieeeiiiieee e e erae e 5,722 26,423 27,132 86,015
Costs and expenses:

Cost of license fees(2).....ccuvvreeerrmiiiieiiiiieee e 8,873 2,251 9,749 156,872

COSt OF SETVICES..eeeeeiriieeeeiiiieeeeiiieeeeeiieeee e e eeeeseaeeeeens 3,561 15,086 18,252 56,563

Sales and marketing............oeeveiiiiiiieiiiiee e 4,012 19,172 17,246 68,254

Product development..........ccooeeeiiiiiiiiiniieiieenieeeee 5,682 18,038 23,653 62,349

General and administrative........ccooeeeeeeeieeiiiiviiiiiieeeeeeeeeennn, 1,799 4,575 7,583 22,673

Stock compensation 1,563 1,035 3,394 7,211

ReStIUCtUriNg COSES....uvvrriiniiiireeiiiiieeeeeiiieeeeeieeeeeeeieieee e 1,019 - 5,608 15,865

Amortization of intangible assets...........cccceeeecvvererinnnnee.. 156 2,851 455 8,989
Total costs and EXPENSEs.......ccveerureervieriieeaniieenieeenieeenee 26,665 63,008 85,940 398,776
L 0SS from Operations.......ccuveeeeereuieeeeeiniieeeenniiieeeeneiiieeeenas (20,943) (36,585) (58,808) (312,761)
Interest income and other, net................ooovvviiiiiiieeeeeeneennnn, 1,321 543 3,391 4,085
Net loss before iNCOMe taxes.......covuveerueeenieeniiieenieeenieennns (19,622) (36,042) (55,417) (308,676)
Provision (benefit) for income taxes.........ccooveevveernneennnnn. 36 299 (364) 1,678
INEE LOSS. . iiiiiee ettt ettt et e e et e e ettt e e e e areeeeeeearaaeeens (19,658) (36,341) (55,053) (310,354)
Deemed dividend due to beneficial conversion feature

of preferred stocK......ooceiviiiiiiiiiiiiic e 7,096 - 7,096 --
Net loss attributable to common stockholders.................... $ (26,754) $ (36,341) $ (62,149) $ (310,354)
Basic and diluted net loss per share attributable

to common stockholders..............cooeieviiiiiiieniieciie e, $ (0.84) $ (1.25) $ (2.05) $ (10.72)
Shares used in calculation of basic and

diluted net loss per share...........cocoeevvieiiiiiiniieniiccecee, 31,730 29,130 30,355 28,947
(1) Revenues from SAP, Covisint and NTT (Note 7)......... $ 1,028 $ 9,464 § 3,908 $ 29,527
(2) Includes charges for the impairment and

amortization of the technology agreement with
Covisint ("Technology Agreement") (Note 9)............... $ 8,946 $ 1,566 § 9,943 § 154,679

See accompanying notes to condensed consolidated financial statements.



Commerce One, Inc.

Condensed Consolidated Statement of Cash Flows

(In thousands)
(unaudited)

Operating activities:
INEE LOSS. ettt
Adjustments to reconcile net loss to net cash

used in operating activities:

Depreciation and amortization

Amortization of Technology Agreement with Covisint

Amortization of deferred stock compensation

Amortization of intangible assets............coouerriieriiiiiinienienieieee e
Deemed dividend due to beneficial conversion

feature of preferred StOCK........ccveviiriiiiiiiiiiiiiiii
Impairment of Technology Agreement...........cccocueevuieniiiiiieiiiienienieeniennns
Mark to market - warrant liability....

Non-cash loss on asset disposals.

Loss on investments.

Change in operating assets and liabilities:
Restricted iNVESIMENTS.........occuiiiiiiiiiiiiiii s
Accounts receivable, NMEt..........cooviuiiiiiiiceciiieeee e
Prepaid expenses and other current assets..

Accounts payable....

Accrued compensation and related expenses.
Other Habilities.......ccveriiriiiiiiiicicee e
Deferred revenue

Long term liabilities...

Net cash used in operating activities...

Investing activities:
Purchases of property and equipment, net

Proceeds from the sale of property and equipment
Purchases of short term investments..........cocooeeveeininirievieneniineeeeeene
Proceeds from the maturity of short term investments...
Proceeds (use of cash) from divestitures of operations.

Financing activities:

Proceeds from issuance of preferred stock, net...

Proceeds from issuance of common stock, net....
Payments on notes payable and capital lease obligations..............cccceereens

Proceeds from notes payable

Net cash (used in) provided by financing activities.

Effect of foreign currency translation on cash and cash equivalents................
Net decrease i Cash........ccuiviiiiiiiiei e
Cash and cash equivalents at beginning of period..........c.cceeeeeriiniiniiiicnnennnn.

Cash and cash equivalents at end of period...........c.cccoveiniiiiiiiiiiiiniine,

Supplemental disclosures of cash flow information:
Interest paid..

Disclosure of non-cash investing and financing activities:
Property, plant and equipment acquired under
CAPILAL IEASES. .. ettt

Stock issued in connection with real estate settlement agreements..............

Nine Months Ended

September 30,

2003

2002

(as restated)

(62,149) $ (310,354)
4,671 23,917
1,494 8,864
3,396 7211

455 8,989
7,096 -
8,448 145,815

146 -

492 -

3) (356)
- 977
50 (35,205)
3,834 27,678
(2,706) 3,710
124 (11,905)
(6,340) (7,176)
(33,489) (20,773)
(8,738) (27,032)

109 -

(83,085) (185,640)

(392) (8.887)
518 3,266
(1,685) (37,046)
37,698 130,550
(431) 10,734

430 1,395

36,143 100,012
9,777 -

454 4,539

(25,000) (372)

- 423

(14,769) 7590
(119) (763)

(61,830) (81,801)

73,753 192,547

11,923 § 110,746
522§ 879
-3 801
6,214 $ -

See accompanying notes to condensed consolidated financial statements.



Commerce One, Inc.
Notes to Condensed Consolidated Financial Statements
(unaudited)

1. RESTATEMENTS OF FINANCIAL STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES

Commerce One is restating its unaudited consolidated financial statements as of and for the three months ended
September 30, 2003 to properly classify warrants issued in connection with the Company’s Series B Preferred Financing
completed in July 2003 as an accrued liability at September 30, 2003. Prior to the filing of our Form 10-Q for the quarter
ended September 30, 2003, the Company’s management believed that the classification of these warrants as equity was
appropriate. However, the Company subsequently determined that Emerging Issues Task Force (EITF) Issue No. 00-19,
“Accounting for Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company's Own Stock,” should be
applied and that these warrants should be classified as an accrued liability because the Company is required to register shares
to be delivered upon exercise of the warrants. Since EITF 00-19 requires that the warrant liability be recorded at fair value,
the Company also was required to increase the amount of deemed dividends attributable to the Series B Preferred Financing
for the quarter ending September 30, 2003, resulting in an increase to our net loss attributable to common stockholders in that
period.

The following table indicates the impact of the restatement to the Company’s statements of operations and balance
sheets. The restatements had no impact on our cash flows from operations, investing activities or financing activities.

Condensed Consolidated Statements of Operations

Three Months Ended Nine Months Ended
September 30, September 30,
As Originally As Originally
Reported As Restated Reported As Restated

Interest income and other, net $ 1,467 $ 1,321 $ 3,537 $ 3,391
Net loss (19,512) (19,658) (54,907) (55,053)
Deemed dividend due to beneficial conversion

feature of preferred stock 4,882 7,096 4,882 7,096
Net loss attributable to common stockholders $ (24,394) $ (26,754) $ (59,789) $ (62,149)
Basic and diluted net loss per share

attributable to common stockholders $ (0.77) $ (0.84) $ (1.97) $ (2.05)
Weighted average shares - basic and diluted 31,730 31,730 30,355 30,355

Condensed Consolidated Balance Sheets

As Originally

Reported As Restated
W arrant liability $ - $ 3,716
Redeemable convertible preferred stock, net 9,700 9,976
Total stockholders' equity 2,602 (1,390)

Description Of Business

Commerce One is a technology company that specializes in software and services that allow companies to conduct
business more efficiently through composite process management. The goal of composite process management is to make
business processes and interactions more efficient and to automate business functions. Composite process management
allows organizations to create new applications with new features and capabilities from their existing software applications.
The resulting applications (called "composite applications") combine the different functionality of stand-alone software
applications into a unified business process, allowing the customer to automate relationships both inside and outside the
company. The Commerce One Conductor™ platform is designed to allow companies to collaborate more efficiently with
their partners, customers and suppliers by automating their critical business processes. The platform has broad applicability
in a wide variety of industries. Examples of business functions that can be automated using the Commerce One Conductor



platform include procurement and supplier sourcing functions, spend analysis and payment and supply chain processes across
industries such as automotive, manufacturing, health care and consumer goods.

Basis Of Presentation

At September 30, 2003, the Company had $15.1 million cash and cash equivalents and investments, of which $11.9
million was unrestricted and available to fund operations, negative working capital of $8.3 million and $3.7 billion
accumulated deficit. To date, the Company has funded its operations from revenue and equity financing. During the third
quarter, the Company received $10 million from Baystar as part of the Series B Preferred Stock financing which increased its
unrestricted cash balance. The Company has taken significant steps to reduce its expenses through personnel reductions and
other cost reduction measures, including a recent personnel reduction in October 2003 targeted to reduce its operations to
approximately 116 employees in the fourth quarter of 2003, multiple real estate settlement agreements intended to
significantly reduce its rental expenses, and employee furloughs. While these efforts have significantly reduced the
Company’s expense levels, its operations are still drawing upon its cash reserves. Based upon the Company’s present plans
and expectations, it believes that its available cash, combined with expected revenues and cash inflows, will be sufficient to
finance its presently anticipated operating losses and working capital expenditure requirements through 2003. However,
plans and expectations are inherently uncertain, and the Company’s ability to fund its operations through 2003 is dependent
upon a variety of factors, including expected revenues and expenses, pending settlements with third parties as well as
expected cash collections and other inflows. In addition, the Company believes that it will need at least an additional $15
million to finance its operations for the twelve months following this quarterly report. As a result, the Company will need to
significantly increase its revenues and /or raise additional capital to meet its liquidity and capital needs in 2004 and beyond.
The Company may seek to raise such additional capital through, among other things, potential asset sales, additional equity
or debt financings, the settlement of its payment dispute with Covisint, or some combination of these. The Company’s future
liquidity and capital requirements will depend on numerous factors including its ability to sell and gain acceptance in the
market of its new Commerce One Conductor platform product, its future revenues and expenses, growth or contraction of
operations, and general economic pressures. In October 2003, the Company announced that it is evaluating various avenues
for raising additional capital and other strategic alternatives, which may include the possible sale of some or all of the
Company’s business, and that it has retained investment bank Broadview International LLC to assist in exploring the
Company's strategic alternatives.

The accompanying unaudited condensed consolidated financial statements of the Company have been prepared in
accordance with generally accepted accounting principles for interim financial information and with the instructions to Form
10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by
generally accepted accounting principles for complete financial statements. In the opinion of management, the
accompanying interim unaudited condensed consolidated financial statements reflect all adjustments (consisting only of
normal recurring adjustments) necessary to summarize fairly the consolidated financial position, results of operations and
cash flows for such periods. The results for the interim period ended September 30, 2003 are not necessarily indicative of the
results that may be expected for the fiscal year ending December 31, 2003 or for any future periods.

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries. All
significant inter-company accounts and transactions have been eliminated in consolidation. Certain previously reported
amounts have been reclassified to conform to the current presentation format.

The functional currency of the Company’s foreign subsidiaries is the local currency. The Company translates all
assets and liabilities to U.S. dollars at the current exchange rates as of the applicable balance sheet date. Revenue and
expenses are translated using the average exchange rate for the period. Gains and losses resulting from the translation of the
foreign subsidiaries’ financial statements are reported as a separate component of accumulated comprehensive other income
(loss) in stockholders’ equity. Net gains and losses resulting from foreign exchange transactions, which are recorded in the
statement of operations, were not significant during any of the periods presented.

For further information, refer to the consolidated financial statements and footnotes thereto included in the
Commerce One Annual Report on Form 10-K for the year ended December 31, 2002.

Stock-Based Compensation

The Company generally has three categories of employee stock-based awards: restricted stock, stock options and a
stock purchase plan. The Company accounts for employee stock options using the intrinsic value method in accordance with
Accounting Principles Board Opinion No. 25 "Accounting for Stock Issued to Employees" ("APB 25") and has adopted the
disclosure-only alternative of SFAS No. 123, "Accounting for Stock-Based Compensation" as amended by SFAS No. 148,



"Accounting for Stock-Based Compensation — Transition and Disclosure." Under the intrinsic value method, the Company
has only recorded stock-based compensation resulting from restricted stock issued and options assumed in various prior
period acquisitions.

Restricted stock is measured at fair value on the date of grant based on the number of shares granted and the quoted
price of the Company’s common stock. Such value is recognized as an expense ratably over the corresponding employee
service period. To the extent restricted stock is forfeited prior to vesting, the corresponding previously recognized expense is
reversed as an offset to "Stock-based compensation."”

The following table illustrates the effect on net income and earnings per share if the Company had applied the fair
value recognition provisions of SFAS 123 as amended by SFAS 148 to stock-based employee compensation (in thousands
except per share data):

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
(as restated) (as restated)

Net 108S - 88 TePOTLEd....eeuveeiieiieiieieeieeeeeee e $ (26,754) $ (36,341) $ (62,149) $ (310,354)
Add: Stock-based compensation cost, included

in the determination of net income as reported................ 1,563 1,035 3,394 7,211
Deduct: Total stock-based employee compensation

expense determined under the fair value

based method for all awards.... . (415) (8,946) (738) (34,799)
Proforma net 1oSs........cooveiieneenieiieeeeeeeeee e $ (25,606) $ (44,252) $ (59,493) $ (337,942)
Loss per share:

Basic and diluted - as reported..........ccceeveviirienieiiiene, $ (0.84) § (1.25) § (2.05) § (10.72)

Basic and diluted - pro forma...........ccoceeiniiiniiiiniiiinne $ (0.81) $ (1.52) § (1.96) $ (11.67)

The weighted-average fair value for stock options granted were calculated using the Black-Scholes option-pricing
model based on the following assumptions:

2003 2002
VOLALTIIEY ..coveeneeie et 88 % 119 %
Weighted-average estimated life - stock options..........ccceeveeeiiiiieiiniicnenn. 3 years 3 years
Weighted-average estimated life - stock purchase plan...........ccccccoeoieniine 6 months 6 months
Weighted-average risk - free interest rate..............cccceeviiiiiniiiniinicniinn. 23 % 4.6 %

Dividend Yield.......coouuiiiiiiiiiiie e -- -

In September 2003, the Board of Directors approved the acceleration of vesting of certain "out-of-the-money"
employee stock options related to the prior acquisitions of Exterprise, Mergent and AppNet. This accelerated vesting created
a one-time $1.0 million charge in stock compensation expense during the quarter incremental to the third quarter amortization
charge of $0.6 million.

Recent Accounting Pronouncements

In May 2003, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards
("FASB") No. 150, "Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity."
SFAS No. 150 establishes standards for how an issuer classifies and measures certain financial instruments with
characteristics of both liabilities and equity. It requires that an issuer classify a financial instrument that is within its scope as
a liability (or an asset in some circumstances). Many of those instruments were previously classified as equity. SFAS No. 150
went into effect during the second quarter of 2003. SFAS No. 150 is not expected to have a material impact on the
Consolidated Financial Statements.



In January 2003, the FASB issued FIN 46, "Consolidation of Variable Interest Entities." FIN 46 deals with off-
balance sheet assets, liabilities, and obligations and gives companies guidance for determining which assets and liabilities
associated with the obligations are required to be included in the company’s financial statements. FIN 46 will be effective
during the fourth quarter of 2003. FIN 46 is not expected to have a material impact on the Consolidated Financial
Statements.

2. RESTRICTED INVESTMENTS

As of September 30, 2003, cash, cash equivalents, and short-term investments of approximately $3.2 million were
restricted by certain obligations of Commerce One related to real estate and other operating lease agreements and potential
workers’ compensation claims.

3. BASIC AND DILUTED NET LOSS PER SHARE

Basic and diluted net loss per share information for all periods is presented under the requirements of SFAS No.
128, "Earnings per Share." Basic earnings per share has been computed using the weighted-average number of shares of
common stock outstanding during the period, less shares that may be repurchased and excludes any dilutive effects of
options, warrants, and convertible securities. Potentially dilutive issuances have also been excluded from the computation of
diluted net loss per share, as their inclusion would be anti-dilutive.

The calculation of basic and diluted net loss per share is as follows (in thousands, except per share amounts):

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
(as restated) (as restated)
NEE L0SS. e $ (26,754) $ (36,341) § (62,149) $ (310,354)
Weighted average shares of common stock
OULSTANAINE. ....eeeieieeiiiiee e 31,730 29,167 30,373 29,022
Less: Weighted average subject to
to repurchase and forfeiture............coooeeniiiiniiiiniienns - 37 (18) (75)
Weighted average shares of common stock
outstanding used in computing basic and
diluted net loss per share..........ccocueevveiiniieniiiennicennenn 31,730 29,130 30,355 28,947
Basic and diluted net loss per share............ccooceeveienne. $ (0.84) $ (1.25) § (2.05) $ (10.72)

4. COMPREHENSIVE INCOME (LOSS)

Financial Accounting Standards Board (SFAS) No. 130, "Reporting Comprehensive Income," established standards
of reporting and display of comprehensive income and its components of net income and "Other Comprehensive Income."
"Other Comprehensive Income" refers to revenues, expenses and gains and losses that are not included in net income but
rather are recorded directly in stockholders’ equity. The components of comprehensive loss for the three and nine months
ended September 30, 2003 and 2002 were as follows (in thousands):



Three Months Ended Nine Months Ended

September 30, September 30,
2003 2002 2003 2002
(as restated) (as restated)
N LOSS. c.ee ettt $ (26,754) $ (36,341) $ (62,149) $ (310,354)
Unrealized gain (loss) on investments...........ccceevveevieeennne. - 2 2) 384
Foreign currency translation adjustment...............cccceeennee. 34 (223) (120) (385)
CompPrehensive L0SS.......eevieieierieriieie et $ (26,720) $ (36,562) $ (62,271) $ (310,355)

5. RESTRUCTURING COSTS

In 2002, Commerce One implemented multiple restructuring plans (the "Plans") aimed at significantly reducing its
operating expenses while realigning Commerce One’s resources around its core product initiatives. The Plans included costs
such as separation pay, outplacement services and benefit continuation, as well as the termination of certain office leases, the
divestiture of certain parts of Commerce One’s Global Services division, the consolidation or closure of certain facilities and
the write-down of the carrying value of computers and equipment used by employees who were terminated.

The following table summarizes the activity relating to the restructuring liability for the nine months ended
September 30, 2003 for all restructurings initiated prior to January 1, 2003 (in thousands):

Accrued Amounts Accrued
restruc- charged restruc-
turing to turing
costs at restruc- Amounts costs at
December turing paid or September
31, costs and Amounts written 30,
2002 other reversed off 2003
Lease cancellations and commitments........ $ 34,744  $ - 3 (13,538) $ (19,721) $ 1,485
Termination payments to employees
and related COStS.....uuvvrremniiieeeeiiiiie e 1,513 800 (68) (2,218) 27
Write-off on disposal of assets
and related COStS....uuvrreinniiiiiiiiiiiieeeiies 113 -- (94) (10) 9
Total restructuring accrual
and other.........cocooveniniiniiiencee $ 36,370 $ 800 $ (13,700) $ (21,949) § 1,521
Less non-current accrued
restructuring charges...........cccoeeveeveueeennee. (703)
Accrued restructuring charges -
included within other current
Habilities. . ..eovueeneerieniereeieeeeeeee $ 818

The charge to restructuring for employee-related costs was due to a change in management estimates related to
employee benefit plans adopted prior to January 1, 2003. Restructuring charges reversed in the nine months ended September
30, 2003 resulted primarily from the settlement of various lease obligations as outlined below. In addition, there were minor
reversals as a result of changes in management estimates relating to employee claims and the disposal price of equipment and
other assets. The remaining accrued restructuring costs for Plans adopted prior to January 1, 2003 relate primarily to lease
payments contractually required of Commerce One on certain facilities, net of any estimated sublease amounts, expiring at
various dates through 2007.

During the second quarter, the Company reached a number of settlement and restructuring agreements related to its
real estate commitments in six U.S. locations. Pursuant to these agreements, the Company paid a total of approximately $6.0
million in cash and forfeited approximately $3.4 million under letters of credit in the second quarter. In addition, the
Company issued a total of 2.3 million shares of restricted common stock to the landlords. The Company also agreed to pay



one landlord two additional cash payments of $375,000 each in September 2004 and September 2005, respectively. The
2004 payment is secured by a lien against the Company’s accounts receivable until January 2005 (unless the Company
defaults on the 2004 payment in which case the lien extends to both the 2004 and 2005 payments), and the lien is subordinate
to the interests of any present or future independent and unaffiliated institutional lender.

In June 2002, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards
("SFAS") No. 146, "Accounting for Costs Associated with Exit or Disposal Activities." SFAS No. 146 addresses financial
accounting and reporting for costs associated with exit or disposal activities and nullifies Emerging Issues Task Force
(“EITF”) Issue No. 94-3 "Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an
Activity (including Certain Costs Incurred in a Restructuring)." SFAS No. 146 requires that a liability for a cost associated
with an exit or disposal activity be recognized when the liability is incurred, not at the date of an entity’s commitment to an
exit plan as required under EITF Issue No. 94-3. The provisions of SFAS No. 146 are effective for exit or disposal activities
initiated after December 31, 2002.

In January 2003, management approved and began to implement a restructuring plan aimed at further reducing its
operating expenses while continuing to align Commerce One’s resources around its core product initiatives. This first quarter
activity was intended to reduce the Company’s headcount by approximately 430 employees. The effect of this activity has
been recorded and disclosed in accordance with SFAS No. 146.

In April 2003 the Company entered into an agreement to sublease the facility it currently occupies as its main
corporate office in Pleasanton, California in an effort to decrease the Company's rent expense. The Company will move its
operations in this facility to other locations in San Francisco and Santa Clara, California currently leased by the Company
with significantly less square footage. The sublease has a term from January 2004 through February 2005. The amount of
income provided for under the sublease is less than the lease payments due by the Company.

In July 2003, management implemented further restructuring plans aimed at reducing operating expenses. This plan
was intended to ultimately reduce the Company’s headcount to approximately 200 employees by the fourth quarter of 2003.
The Company incurred approximately $1.0 million of additional restructuring charges in the third quarter related to these
actions.

The following table summarizes the activity relating to the restructuring liability for the nine months ended
September 30, 2003.

Accrued Amounts Accrued
restruc- charged restruc-
turing to turing
costs at restruc- Amounts costs at
December turing paid or September
31, costs and written 30,
2002 other off 2003
Lease cancellations and commitments........ $ - $ 5244 $ (1,681) $ 3,563
Termination payments to employees
and related COStS.....ovvvieienniiiiieeiiiiieees -- 13,183 (12,608) 575
Write-off on disposal of assets
and related COStS.....oovvirieiniiiieeeriieee e, -- 81 (81) --

Total restructuring accrual
and other.......coooeviininiie $ - 3 18,508 $ (14,370) $ 4,138
Less non-current accrued

restructuring charges...........ccccevveevneeenne. (1,183)

Accrued restructuring charges
included within other current
HHabIlItIeS. .o $ 2,955

The remaining accrued restructuring costs relate primarily to lease cancellations and commitments as well as
payments to terminated employees. The Company anticipates that all remaining lease cancellations and commitments accrued
as restructuring costs will be paid by December 2007.



Subsequently, in October 2003, management continued to restructure its operations, aiming to further reduce
operating expenses. This plan targeted to reduce the Company’s headcount to approximately 116 employees in the fourth
quarter of 2003.

6. COMMITMENTS AND CONTINGENCIES
Commitments
The Company leases its principal office facilities under non-cancelable operating leases. Future minimum payments

under operating leases, net of any contracted third-party sub-lease rental income at September 30, 2003 are as follows (in
thousands):

Operating
leases
Three months ending December 31, 2003.. $~ 2,169
Year ended December 31,
2004 ...t 5,929
2005 i 2,932
2006, 877
2007 e 802
Total estimated cash flows...............ccccuv.... $ 12,709

Approximately $5.2 million of the non-cancelable operating obligations were accrued as restructuring costs as of
September 30, 2003.

During the second quarter, the Company reached a number of settlement and restructuring agreements related to its
real estate commitments for six US locations. Pursuant to these agreements, the Company paid a total of approximately $6.0
million in cash and forfeited approximately $3.4 million under letters of credit in the second quarter. In addition, the
Company issued a total of 2.3 million shares of restricted common stock to the landlords. The Company also agreed to pay
one landlord two additional cash payments of $375,000 each in September 2004 and September 2005, respectively. The
2004 payment is secured by a lien against the Company’s accounts receivable until January 2005 (unless the Company
defaults on the 2004 payment, in which case the lien will extend to both the 2004 and 2005 payment obligations), and the lien
is subordinate to the interests of any present or future independent and unaffiliated institutional lender. As part of these
settlements, the previously pending lawsuit brought by one of the Company’s landlords in Santa Clara, California (Marriott
Plaza Associates L.P. v. Commerce One, Inc.) claiming a breach of the lease was dismissed in October 2003 pursuant to the
terms of the settlement agreement with that landlord.

In addition to these settlements, in April 2003 the Company entered into an agreement to sublease the facility it
currently occupies as its main corporate office in Pleasanton, California in an effort to decrease the Company's rent expense.
The Company will move its operations in this facility to other locations in San Francisco and Santa Clara, California
currently leased by the Company with significantly less square footage. The sublease has a term from January 2004 through
February 2005, the remaining term of the lease. The amount of income provided for under the sublease is less than the lease
payments due by the Company.

As aresult of these settlements and the sublease of the Company’s main corporate office in Pleasanton, California,
the Company recorded a net reversal of real estate related restructuring expense in the second quarter of approximately $8.5
million. The Company did not record any additional charges or reversals with respect to the real estate related restructuring
expense in the third quarter of 2003.

The Company’s total non-cancelable operating lease obligations as of September 30, 2003 was $12.7 million, which
includes the effect of the real estate settlements for the six U.S. locations as described above, as well as the sublease of the
Company’s main corporate office in Pleasanton, California.

During the quarters ended March 31 and June 30, 2003, the Company recognized too much rent expense due to a
clerical error. The aggregate amount of these errors was approximately $0.9 million. The Company has adjusted this error
by reversing the over-expensed amount of $0.9 million in the quarter ended September 30, 2003.



Legal Proceedings

The Company currently is a party to various legal proceedings, including those noted below. While the Company
currently believes that the ultimate outcome of these proceedings will not have a material adverse effect on the Company’s
results of operations, litigation is subject to inherent uncertainties, and unfavorable rulings could occur. Depending on the
amount and timing, an unfavorable outcome of some or all of these matters could have a material adverse effect on the
Company’s cash flows, business, results of operations or financial position.

Securities Litigation

On June 19, 2001, a class-action securities claim, captioned Cameron v. Commerce One, Inc., et al., was filed
against Commerce One, several company officers and directors (the "Individual Defendants"), and the three lead underwriters
in the Commerce One initial public offering ("IPO") in the United States District Court for the Southern District of New
York. Various plaintiffs have filed similar actions asserting virtually identical allegations against more than 200 other
companies. The lawsuits against Commerce One and other companies have been coordinated for pretrial purposes with these
other related lawsuits and have been assigned the collective caption In re Initial Public Offering Securities Litigation.

On April 19, 2002, plaintiffs’ lawyers for the coordinated lawsuits filed an amended complaint consisting of a set of
"Master Allegations" and individual amended complaints against the various defendants, including Commerce One and the
Individual Defendants. The amended complaint alleges violations of Section 11 and Section 15 of the Securities Act of 1933,
Section 20(a) of the Securities Exchange Act of 1934 ("Exchange Act"), and Section 10(b) of the Exchange Act (and Rule
10b-5, promulgated thereunder) as a result of alleged conduct of the underwriters of the IPO to engage in a scheme to under
price the IPO and then artificially inflate our stock price in the aftermarket. The complaint seeks unspecified damages on
behalf of a purported class of purchasers of common stock between July 1, 1999 and June 15, 2001. On July 15, 2002, the
issuer defendants and individual defendants filed an omnibus motion to dismiss addressing issues generally applicable to the
defendants as a group. On October 9, 2002, the district court entered an order dismissing all of the living individual
Commerce One officers and directors from the case without prejudice. On February 16, 2003, the district court entered an
order denying most of the defenses asserted by the defendants in the omnibus motion to dismiss and allowing most of the
case to proceed. A proposal has been made for the settlement and release of claims against the issuer defendants, including
Commerce One. Under the settlement proposal, the plaintiffs would dismiss the issuer defendants from the lawsuit
(including Commerce One and named individual defendants) and continue to pursue their case against the underwriter
defendants. In exchange for this dismissal, the D&O insurance carriers would agree to guarantee a recovery by the plaintiffs
from the underwriter defendants of at least $1.0 billion. The proposed settlement remains subject to a number of conditions,
including approval of the proposed settling parties and the court. Commerce One’s board of directors has approved the
proposal. If the settlement does not occur, and litigation against Commerce One continues, Commerce One believes it has
meritorious defenses and intends to defend the case vigorously.

In February 2003, Commerce One, along with its Chief Executive Officer and former Chief Financial Officer, were
named as defendants in a similar class-action matter in Florida, Liu v. Credit Suisse First Boston et al., United States District
Court, Southern District of Florida. In that case, the plaintiff alleges that various investment banks, issuer companies, and
individuals violated securities laws by engaging in a scheme to under-price initial public offerings and then artificially inflate
prices of those stocks in the aftermarket. The Commerce One defendants have been dismissed from the case. By court order
dated July 16, 2003, the court declined to grant the plaintiff’s motion to vacate its order of dismissal, finding that plaintiff
lacked good cause for failing to effect service on the dismissed defendants, including the Company. This case also has been
coordinated with the other similar class-action securities cases pending in New York, including the Cameron matter
described above, and it remains unclear whether the proposed settlement of those other cases will apply to the claims in the
Liu matter.

Other Litigation

In June 2003, the Company initiated an arbitration proceeding in Michigan against Covisint, LLC ("Covisint"). The
arbitration demand seeks to compel Covisint’s payment to the Company of approximately $2.8 million in accounts receivable
as of the time of filing of the demand. The Company expects that figure to increase over time and, depending on the timing
of the arbitration in 2003, the Company expects the total payment claims to range between $2.8 million and $5 million.
Subsequent to the Company’s filing of the arbitration demand, Covisint filed an action in a Michigan state court seeking a
judgment that the dispute between the parties is not subject to arbitration and also asserting unspecified damages for an
alleged breach of contract by Commerce One. In late July, the court ruled that the dispute over Covisint's payments to



Commerce One is subject to mandatory arbitration and also ruled that Covisint may still pursue its breach-of-contract action
against Commerce One in Michigan state court if it chooses to do so. The parties have agreed to temporarily stay both
actions in order to pursue settlement discussions.

In October 2003, as described in the section entitled “Renegotiation and Settlement of Certain Real Estate
Obligations”, the lawsuit brought by Marriott Plaza Associates was dismissed.

7. TRANSACTIONS WITH SAP, COVISINT AND NTT
SAP

Commerce One’s strategic relationship with SAP commenced on September 18, 2000, when the Company entered
into a strategic alliance agreement with SAP AG to jointly develop, market and sell the MarketSet suite of applications and
the Enterprise Buyer procurement applications. These products were primarily targeted at electronic marketplace customers,
a market which has since declined substantially. This agreement provided that either party licensing the jointly developed
products to its customers would owe a royalty to the other party. The amount of the royalty was generally based on a
percentage of the total license fee paid by the customer. The Strategic Alliance Agreement expired at the end of September
2003, although certain rights of the parties (including without limitation certain distribution and royalty sharing rights)
continue past the expiration date.

SAP historically has made non-refundable royalty prepayments to Commerce One, which the Company has
recorded as deferred revenue as payments are received. As SAP incurs the obligation to pay royalties to Commerce One,
these royalties have been recognized as revenue. Prepayments received from SAP and included in deferred revenue totaled
approximately $6.7 million and $10.2 million at September 30, 2003 and December 31, 2002, respectively. If Commerce
One licenses one of the jointly developed products to its customers, it is required to pay a royalty to SAP in connection with
the sale. These royalty payments are recorded as a reduction of license or support revenue, as appropriate.

During 2001, 2002 and 2003, Commerce One and SAP amended these agreements several times to provide for
different rights to resell certain technology included in the jointly developed products, variations in royalty rates,
maintenance fees and other rights over time, clarification of support obligations and other related matters.

In November 2003, the parties amended the agreement to provide for various transition efforts in connection with
the expiration of the Strategic Alliance Agreement. Pursuant to this amendment, and as contemplated by the original
Strategic Alliance Agreement, the parties granted reciprocal source code license rights to the portions of technology
comprising the jointly developed solutions to allow each party to provide certain support and maintenance services to their
respective customers. In addition, the parties agreed to various support and transition activities associated with the
termination, and agreed that no further amounts would be owed by either party other than an agreed-upon royalty rate for
future sales of the product, if any, and a $500,000 maintenance fee to Commerce One for support of the joint offering through
December 31, 2003. The $500,000 fee will be drawn down from amounts previously paid by SAP to Commerce One
pursuant to the Strategic Alliance Agreement. Any royalties owed by SAP through December 31, 2003 will be drawn down
from the prepaid amount paid by SAP, and any remaining deferred revenue from SAP at December 31, 2003 will expire and
be non-refundable to SAP.

SAP’s license royalty payments to Commerce One historically have constituted a substantial portion of the
Company’s revenues, including during 2002 and 2001. Historically, SAP was instrumental in assisting the Company with
selling the jointly developed products, MarketSet and Enterprise Buyer, to SAP’s customer base. However, these royalty
payments have declined substantially in the past year with the decline of the market for electronic marketplace solutions and
did not represent a substantial portion of license revenues for Commerce One in 2003. The Strategic Alliance Agreement
expired on September 30, 2003. Although the parties continue to have a right to sell the jointly developed products for a
period of time in exchange for a royalty payment, Commerce One does not expect to generate significant future license
revenues, if any, from the sale of the joint solutions by SAP.

Commerce One recognized $0.9 million and $3.5 million in total revenues from SAP during the three and nine
months ended September 30, 2003, respectively, of which $0 and $0.4 million represented license fees for that same period,
compared to $8.2 million and $24.8 million in total revenues during the three and nine months ended September 30, 2002, of
which $6.9 million and $19.7 million represented license fees for those same periods.

The Company also has generated revenue from its relationship with SAP by providing technical customer support
and maintenance services to joint customers. In 2002, support of such customers represented a substantial percentage of the



Company’s total support and maintenance revenue. Amounts received from SAP include payments based on a certain
percentage of total support and maintenance fees received by SAP from the customer. In addition, pursuant to the
Company’s agreement with SAP, SAP has agreed to pay Commerce One $500,000 per quarter for certain support
obligations relating to MarketSet. This fixed payment is scheduled to cease on December 31, 2003. This fixed payment will
be drawn down from the prepaid amounts paid by SAP, and any remaining deferred revenue at December 31, 2003 will
expire and be nonrefundable to SAP. As a result, the Company does not expect to receive any further maintenance and
support revenue from SAP after 2003.

Covisint

During the nine months ended September 30, 2003 and 2002, the Company recognized revenues with Covisint, LLC
("Covisint"), a business-to-business electronic marketplace for the procurement of goods and services by automakers, their
suppliers and others. The Company holds approximately a two percent equity interest in Covisint and under the terms of a
technology agreement with Covisint ("Technology Agreement"), the Company indirectly licenses software and provides
professional services and software maintenance to Covisint in exchange for cash compensation and a share of Covisint’s
electronic marketplace revenue over a ten-year period.

In June 2003, the Company initiated an arbitration proceeding in Michigan against Covisint seeking to compel
Covisint’s payment to the Company of approximately $2.8 million in accounts receivable as of the time of filing of the
demand. This amount has increased over time to approximately $5.6 million by the end of the fourth quarter. In response,
Covisint filed claims in Michigan state court alleging breach of contract claims. (See "Legal Proceedings" in Note 6 to these
Condensed Consolidated Financial Statements for more information.) As a result of this payment dispute, the Company does
not expect to recognize further revenue from Covisint, if any, until the matter is resolved.

NTT
During the nine months ended September 30, 2003 and 2002, the Company recognized revenue from transactions
with NTT Corporation ("NTT"). A member of the Company’s Board of Directors currently serves as an executive of an NTT

subsidiary.

Amounts included in revenues in the consolidated financial statements in connection with the transactions described
above are as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
Revenues:
SAP......c.cc.... $ 908 $ 8,187 § 3,514 §$ 24,752
Covisint........ - 1,259 38 4,024
NTT..cooeueneee 120 18 356 751
Total............ $ 1,028 §$ 9,464 $ 3,908 §$ 29,527

8. BUSINESS DIVESTITURE AND NOTES RECEIVABLE

On January 24, 2003, the Company executed the sale and license of certain assets and liabilities, including customer
commitments, related to CommerceOne.net, the Company’s marketplace services business consisting of hosting, software
subscription services, transaction-based marketplace services and content-related services with eScout LLC, a privately held
limited liability company. In connection with the closing of this transaction, the Company received senior secured notes
receivable with an aggregate face value of approximately $2.0 million, membership interests in eScout LLC and the right to
receive royalty payments over the four years following the closing of no more than $0.5 million in the aggregate. The notes
receivable are secured by all of the assets of eScout LLC and bear a quarterly interest rate of 1.5% with payments due each
quarter with the final payment due on January 24, 2005. Fifteen percent (15%) of the notes received are held in escrow until
January 2004 as security for any claims related to a breach of the Company’s representations, warranties and covenants. No
assets were recorded by the Company for either the royalty payment or membership interests. In connection with this
disposition, the Company recognized a loss of $0.2 million during the first quarter of 2003. This loss was included in
"Interest income and other, net" on the Condensed Consolidated Statement of Operations for that period. During 2002, the
Company recognized service revenues totaling approximately $11.8 million from CommerceOne.net related services. During



the three and nine months ended September 30, 2003, the Company recognized a total of approximately $0.1 million and
$3.1 million in services revenue from CommerceOne.net related services, respectively. Due to this divestiture, the Company
will no longer offer these services. As a result, the Company no longer expects to receive revenues from transaction fees,
content or subscription services. In addition, the Company expects that hosting revenue will decline substantially and will be
limited solely to the recognition of revenue that previously had been deferred.

In September 2003, Commerce One sold the software application package known as Xpress Solutions, including
intellectual property and related software license agreements, to Computer Horizons Corporation ("CHC") pursuant to an
Asset Purchase Agreement (the "Purchase Agreement"). Pursuant to the terms of the Purchase Agreement, the total
consideration paid by CHC to Commerce One was $566,000.00 in cash and the assumption by CHC of certain liabilities,
obligations and duties of Commerce One in connection the with Xpress Solutions occurring on or after July 16, 2003. In
addition, CHC agreed to pay Commerce One a royalty equal to twenty percent (20%) of all licensing fees received from third
parties for rights to use Xpress Solutions, and intellectual property related thereto, until the aggregate amount of such royalty
payments equals $500,000.00. As a result of this transaction, Commerce One recorded a gain of approximately $0.5 million
as other income in the third quarter of 2003.

In January 2002, Commerce One executed an asset sale agreement with Connective Commerce Company, LLC., a
company composed of former Commerce One employees. As part of the asset sale, the Company received a note receivable
with a face value of approximately $4.0 million due December 31, 2004. During 2002, due to Connective Commerce’s
financial difficulties, scheduled payments were not made and Commerce One wrote the note off completely. In September
2003, the note, along with certain lease obligations of Connective Commerce to Commerce One, was renegotiated and a
payment of approximately $0.6 million was received from Connective Commerce. As a result, the Company recognized
approximately $0.3 million as other income in the Statement of Operations. Due to Connective Commerce’s financial
position, Commerce One has not recognized any asset in relation to the renegotiated payment schedule. Any future payments
made by Connective Commerce, if any, will be recognized as other income when received.

9. IMPAIRMENT OF INTANGIBLE ASSET

In December 2000, Commerce One entered into an agreement with Covisint (the Technology Agreement) under
which, amongst other terms, the Company was entitled to receive a share of gross revenue adjusted for certain items. As a
result, Commerce One recognized an intangible asset on its consolidated financial statements. The Technology Agreement
intangible asset has previously been written down due to impairment in the second quarter of 2001 and the first quarter of
2002 in the amounts of $592.3 million and $145.8 million, respectively. During the quarter ended September 30, 2003, the
Company identified indicators of possible additional impairment relating to the Technology Agreement with Covisint. The
primary impairment indicator was the recent dispute and related negotiation with Covisint regarding Covisint’s revenue
sharing obligations. Because the projected undiscounted cash flows were below the current carrying value of the intangible
asset, an impairment existed and the Company therefore performed a discounted cash flow analysis to value the asset. Based
upon the Company’s analysis, it believes that the Technology Agreement with Covisint is valued at $6 million. As a result,
in the quarter ended September 30, 2003, the Company recorded an impairment charge of $8.4 million related to the
Technology Agreement with Covisint.

10. REDEEMABLE CONVERTIBLE PREFERRED STOCK

On July 10, 2003, the Company issued 100,000 shares of its Series B Preferred, and five-year warrants to purchase
2,209,945 shares of its common stock in exchange for $10.0 million in cash. The Series B Preferred is initially convertible
into approximately 4,297,748 shares of our common stock at a conversion price of $2.3268 per share. The exercise price for
the warrants is $2.715 per share.

The holders of the Series B Preferred Stock and warrants have registration rights that require the Company to file a
registration statement with the Securities and Exchange Commission (the “SEC”) to register resale of the common stock
issuable upon conversion of the Series B Preferred Stock and the common stock issuable upon exercise of the warrants. In
the event the Company is unable to cause the registration statement to be declared effective by January 6, 2004, cash
penalties of $5,000 per day are due to the holders during the period commencing on January 7, 2004 and ending on the date
the registration statement is declared effective by the SEC. Under EITF 00-19, the ability to register stock is deemed to be
outside of the Company’s control. Accordingly, the initial fair value of the warrants of $3.6 million has been classified as an
accrued warrant liability in the consolidated balance sheet, and will be marked to market at the end of each quarter.

The initial value attributed to the Series B Preferred Stock of $6.4 million represents a discount from its face value
of $10 million. In accordance with EITF 00-27, "Application of Issue No. 98-5 to Certain Convertible Instruments," which



provides guidance on the calculation of a beneficial conversion feature on a convertible instrument, the Company has
determined that the Series B Preferred Stock has a beneficial conversion feature of $3.3 million. The Company recorded this
beneficial conversion feature, together with $3.6 million in adjustment of the preferred stock to its conversion value at date of
issuance as a deemed dividend in the three-month period ended September 30, 2003. The carrying value includes $200,000 of
accrued dividends through September 30, 2003. The Preferred stock carries certain registration including the right of the
holder to elect redemption if the underlying common shares are not registered by April 2004. As of September 30, 2003, the
total redemption price would be approximately $12,485,000. However, redemption is not considered probable, as an initial
Registration Statement covering the underlying shares has been filed, and management believes that effective registration can
be attained in the remaining time prior to April 2004.

The following is a summary of the rights of Series B Preferred Stock:

Dividends: The holders of the Series B Preferred are entitled to cumulative dividends. For the first two years that
the Series B Preferred is outstanding, dividends accrue at 8% per annum and they are paid by-in kind by increasing the stated
value of each share of Series B Preferred. After two years the dividends are payable in cash or in kind at our option, and the
interest rate increases by 1% each calendar quarter up to a maximum of 14%.

Conversion: The holders of the Series B Preferred may convert their shares into common stock at any time at the
conversion price, subject to adjustment for stock splits, stock dividends, recapitalizations and the like. We may convert the
Series B Preferred into common stock beginning July 10, 2005 so long as: (i) our common stock is trading at $4.65 or more
for 20 consecutive trading days and (ii) a set of additional conditions are met including: the continued effectiveness of a
registration statement for the common stock issuable upon conversion of the Series B Preferred and exercise of the warrants,
continued listing of our common stock on the Nasdaq National Market or the Nasdaq SmallCap Market, compliance by us
with procedures for delivery of share certificates upon the holders’ prior requests to convert shares of Series B Preferred or
exercise their warrants and other conditions, all of which must have been met during the 90 day period before conversion is
sought. No holder of Series B Preferred may convert into our common stock or exercise warrants for our common stock if to
do so would mean such holder would then own more than 4.99% of our outstanding common stock.

Redemption: We may redeem the Series B Preferred beginning July 10, 2005 for 120% of the purchase price for the
Series B Preferred plus dividends paid in kind and any accrued but unpaid dividends, subject to compliance with conditions
similar to the conversion conditions described above. The holders of the Series B Preferred may require us to redeem their
shares upon a change of control (including a merger, acquisition or sale of all or substantially all of our assets) and if we
default on certain obligations under the transaction documents (similar to the additional conversion conditions described
above), at the greater of (i) 120% of the purchase price plus dividends paid in kind and any accrued but unpaid dividends or
(i1) the closing bid price of the common stock issuable upon conversion of the Series B Preferred on the day before the
announcement of the change of control or the default. We may also redeem the Series B Preferred at any time upon a change
of control, at the greater of (i) 120% of the purchase price plus dividends paid in kind and any accrued but unpaid dividends
and (ii) the closing bid price of the common stock issuable upon conversion of the Series B Preferred on the day before the
announcement of the change of control, subject to compliance with conditions similar to the additional conversion conditions
described above.

Change of Control without Redemption: Upon a change of control in which the holders of the Series B Preferred are
not redeemed, the holders of the Series B Preferred are entitled to receive a security from the acquiring entity that is
substantially similar to the Series B Preferred pursuant to a written agreement that is reasonably acceptable to the holders of
the Series B Preferred.

Voting Rights and Liquidation Preference: The holders of the Series B Preferred are entitled to vote with our
common stock holders on an as converted to common stock basis, provided that, no single holder of Series B Preferred may
vote more than 4.99% of our outstanding shares. The approval of a majority of the Series B Preferred Stock is required
before we may issue any capital stock that is senior or pari passu to the Series B Preferred or take other actions which
adversely affect or impair the rights or relative priority of the holders of the Series B Preferred relative the holders of our
common stock. The Series B Preferred is senior to all of our capital stock and it has a per share liquidation preference equal
to the greater of (i) the initial purchase price plus any accrued and unpaid dividends and (ii) the value of the Series B
Preferred Stock on an as converted to common stock basis based on the closing bid price of our common stock on the day
prior to the liquidation.

11. SUBSEQUENT EVENTS

In October 2003, management approved and began to implement a restructuring plan aimed at further reducing



operating expenses ("October 2003 Plan"). This plan provides for a reduction in the Company’s headcount to approximately
116 by the end of the fourth quarter of 2003.

In October 2003, the Company restructured an outstanding note receivable with a former services division, Edgar,
Dunn & Company, Inc. ("EDC"), that had been divested by the Company in October 2001. Pursuant to the original
agreement, the Company received a 10% minority interest in EDC, two notes receivable and an annual revenue share
payment from EDC. The notes have been paid by EDC over time, and the remaining amount due as of September 30, 2003
was approximately $0.6 million. The Company agreed with EDC to accept a discount for early payment of the note and
repurchase of the 10% minority interest in EDC for a total cash payment of $525,000 in exchange for a full release of
additional payment obligations. The $525,000 payment was made to Commerce One in November of 2003.

In October 2003, the Company announced that it is evaluating various avenues for raising additional capital and
other strategic alternatives, which may include the possible sale of some or all of the Company’s business. The Company
further announced that it has retained investment bank Broadview International LLC to assist in exploring the Company's
strategic alternatives.

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATION

FORWARD-LOOKING STATEMENTS

This Form 10-Q contains forward-looking statements within the meaning of Section 274 of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These forward-looking statements
include, but are not limited to, the following: the anticipated leadership of Commerce One as a provider of composite
process management solutions; management’s belief that our available cash resources will be sufficient to finance our
operations through 2003, the capital required to continue operations into 2004, the expected decrease in cash expenditures
as a result of, among other things, our expense reduction efforts; our ability to reduce expenses adequately or to achieve
sufficient cash inflows to ensure our available cash resources through 2003, our ability to settle our dispute with Covisint to
assist in ensuring that we have sufficient cash resources through 2003 and the capital to continue operations in 2004, the
expected growth of our business and related matters; the development and expected growth of a market for the Commerce
One Conductor™ platform and other new products and solutions;, Commerce One's ability to sell our existing composite
process templates and develop new ones and to compete effectively in the composite process management market; the
benefits of our product offering, including but not limited to statements regarding the ability of our products to provide
efficiencies and cost savings associated with automating business processes, the ability of our Commerce One Conductor
platform to integrate effectively with third party software applications, our ability to compete favorably with our
competitors; our ability to remain competitive while significantly decreasing our product development efforts; our
expectations regarding the current value of the Covisint Technology Agreement; the expectation that product development,
sales, marketing, and administrative expenses will decrease in future periods, the potential benefits and/or gains associated
with our restructuring efforts and divestitures; the potential benefits associated with outsourcing certain development work
related to our products, the expected outcome of certain litigation and other disputes, the impact to the Company from our
restructuring and settlement of various real estate obligations, the benefit to the Company of our recent private stock
placement with BayStar Capital II, L.P.; our ability raise additional capital either through new investment or by selling some
or all of our business operations,; whether we file additional patent applications; and the effect of interest rate, foreign
currency exchange rate and equity price fluctuations. The words "believe," "expect,” "intend," "plan," "project,” "will" and
similar words and phrases as they relate to Commerce One also identify forward-looking statements. Such statements reflect
the current views and assumptions of Commerce One and are not guarantees of future performance. These statements are
subject to various risks and uncertainties. Our actual results could differ materially from those anticipated in these forward-
looking statements as a result of the risk factors described in this Form 10-Q, including those under the heading "Risk
Factors.” Commerce One expressly disclaims any obligation to release publicly any updates or revisions to any forward-
looking statements to reflect any changes in expectations, or any change in events or circumstances on which those
statements are based, unless otherwise required by law.

Commerce One, Inc. is hereinafter sometimes referred to as "the Registrant," "
"we" and "us."

the Company,” "Commerce One,"

OVERVIEW

Background



Commerce One is a technology company that specializes in software and services that allow companies to conduct
business more efficiently through composite process management. The goal of composite process management is to make
business processes and interactions more efficient and to automate business functions. Composite process management
allows organizations to create new applications with new features and capabilities from their existing software applications.
The resulting applications (called "composite applications") combine the different functionality of stand-alone software
applications into a unified business process, allowing the customer to automate relationships both inside and outside the
company. The Commerce One Conductor™ platform is designed to allow companies to collaborate more effectively with
their partners, customers and suppliers by automating their critical business processes. The platform has broad applicability
in a wide variety of industries. Examples of business functions that can be automated using the Commerce One Conductor
platform include procurement and supplier sourcing functions, spend analysis and payment and supply chain processes across
industries such as automotive, manufacturing, health care and consumer goods.

Commerce One’s newest product offerings--the Commerce One Conductor™ platform, and existing and planned
Composite Process Templates--represent our next generation of collaborative solutions designed to help our customers
optimize their technology investments and improve the functionality of their existing software applications.

Our headquarters are located at 4440 Rosewood Drive, Pleasanton, CA 94588. We can be reached at 925.520.6000
and info@commerceone.com.

Source of Revenues

We generate revenues primarily from software license fees and related service and support. License fees are
generated from licensing our software solutions primarily to end-user organizations through our direct sales force, and, to a
lesser extent, to certain third-party product distributors and resellers (primarily in international locations). Services revenues
are generated from professional consulting, software maintenance, and revenue-sharing arrangements with customers.
Revenues from revenue-sharing arrangements have not been a significant portion of total services revenues to date and are
not expected to be significant in the future.

The portion of our license and service revenues attributable to sales outside the United States continues to be a
substantial portion of our overall revenues. In the third quarter of 2003, approximately 31% of our license and service
revenues were derived from sales outside the United States, compared to 35% in the year ended December 31, 2002 and 34%
in the year ended December 31, 2001.

In 2001, 2002 and the nine months ended September 30, 2003, we downsized our Global Services division, which
provides professional services to third parties, through reductions in force and divestitures. Although consulting services
remain a substantial portion of our revenues, these actions have contributed to a general decline in the overall revenues
received from our consulting services.

Renegotiation and Settlement of Certain Real Estate Obligations

During the period March 1, 2003 through June 30, 2003, we renegotiated significant long-term real estate
obligations in six US locations. In the aggregate, we paid approximately $6.0 million in cash and forfeited approximately
$3.4 million under letters of credit in the second quarter as part of the settlements. In addition, we issued a total of 2.3
million shares of restricted common stock to the landlords. We also agreed to pay one landlord two additional cash
payments of $375,000 each in September 2004 and September 2005, respectively. The 2004 payment is secured by a lien
against the Company’s accounts receivable until January 2005 (unless the Company defaults on the 2004 payment, in which
case the lien will extend to both the 2004 and 2005 payment obligations), and the lien is subordinate to the interests of any
present or future independent and unaffiliated institutional lender. As a result of one of these settlements, the previously
pending lawsuit brought by one of the Company’s landlords in Santa Clara, California (Marriott Plaza Associates L.P. v.
Commerce One, Inc.) claiming a breach of the lease was dismissed in October 2003 pursuant to the terms of the settlement
agreement with that landlord.

In addition to these settlements, in April 2003 the Company entered into an agreement to sublease the facility it
currently occupies as its main corporate office in Pleasanton, California in an effort to decrease the Company's rent expense.
The Company will move its operations in this facility to other locations in San Francisco and Santa Clara, California
currently leased by the Company with significantly less square footage. The sublease has a term from January 2004 through
February 2005, the remaining term of the lease. The amount of income provided for under the sublease is less than the lease
payments due by the Company.



As a result of these settlements and the sublease of the Company’s main corporate office in Pleasanton, California,
the Company recorded a net reversal of real estate related restructuring expense in the second quarter of approximately $8.5
million. The Company did not record any additional charges or reversals with respect to the real estate related restructuring
expense in the third quarter of 2003.

The Company’s total non-cancelable operating lease obligations as of September 30, 2003 was $12.7 million, which
includes the effect of the real estate settlements for the six US locations as described above, as well as the sublease of the
Company’s main corporate office in Pleasanton, California.

Investment by BayStar Capital I1, L.P.

On July 10, 2003, we received a $10 million investment from BayStar. Under the terms of our investment
agreement with BayStar, we issued 100,000 shares of our Series B Preferred, and five-year warrants to purchase 2,209,945
shares of our common stock. The Series B Preferred is initially convertible into approximately 4,297,748 shares of our
common stock at a conversion price of $2.3268 per share. The exercise price for the warrants is $2.715 per share.

The following is a summary of the rights of Series B Preferred Stock:

Dividends: The holders of the Series B Preferred are entitled to cumulative dividends. For the first two years that
the Series B Preferred is outstanding, dividends accrue at 8% per annum and they are paid by in kind by increasing the stated
value of each share of Series B Preferred. After two years the dividends are payable in cash or in kind at our option, and the
interest rate increases by 1% each calendar quarter up to a maximum of 14%.

Conversion: The holders of the Series B Preferred may convert their shares into common stock at any time at the
conversion price, subject to adjustment for stock splits, stock dividends, recapitalizations and the like. We may convert the
Series B Preferred into common stock beginning July 10, 2005 so long as: (i) our common stock is trading at $4.65 or more
for 20 consecutive trading days and (ii) a set of additional conditions are met including: the continued effectiveness of a
registration statement for the common stock issuable upon conversion of the Series B Preferred and exercise of the warrants,
continued listing of our common stock on the Nasdaq National Market or the Nasdaq SmallCap Market, compliance by us
with procedures for delivery of share certificates upon the holders’ prior requests to convert shares of Series B Preferred or
exercise their warrants and other conditions, all of which must have been met during the 90 day period before conversion is
sought. No holder of Series B Preferred may convert into our common stock or exercise warrants for our common stock if to
do so would mean such holder would then own more than 4.99% of our outstanding common stock.

Redemption: We may redeem the Series B Preferred beginning July 10, 2005 for 120% of the purchase price for the
Series B Preferred plus dividends paid in kind and any accrued but unpaid dividends, subject to compliance with conditions
similar to the conversion conditions described above. The holders of the Series B Preferred may require us to redeem their
shares upon a change of control (including a merger, acquisition or sale of all or substantially all of our assets) and if we
default on certain obligations under the transaction documents (similar to the additional conversion conditions described
above), at the greater of (i) 120% of the purchase price plus dividends paid in kind and any accrued but unpaid dividends or
(i1) the closing bid price of the common stock issuable upon conversion of the Series B Preferred on the day before the
announcement of the change of control or the default. We may also redeem the Series B Preferred at any time upon a change
of control, at the greater of (i) 120% of the purchase price plus dividends paid in kind and any accrued but unpaid dividends
and (ii) the closing bid price of the common stock issuable upon conversion of the Series B Preferred on the day before the
announcement of the change of control, subject to compliance with conditions similar to the additional conversion conditions
described above.

Change of Control without Redemption: Upon a change of control in which the holders of the Series B Preferred are
not redeemed, the holders of the Series B Preferred are entitled to receive a security from the acquiring entity that is
substantially similar to the Series B Preferred pursuant to a written agreement that is reasonably acceptable to the holders of
the Series B Preferred.

Voting Rights and Liquidation Preference: The holders of the Series B Preferred are entitled to vote with our
common stock holders on an as converted to common stock basis, provided that, no single holder of Series B Preferred may
vote more than 4.99% of our outstanding shares. The approval of a majority of the Series B Preferred Stock is required
before we may issue any capital stock that is senior or pari passu to the Series B Preferred or take other actions which
adversely affect or impair the rights or relative priority of the holders of the Series B Preferred relative the holders of our
common stock. The Series B Preferred is senior to all of our capital stock and it has a per share liquidation preference equal



to the greater of (i) the initial purchase price plus any accrued and unpaid dividends and (ii) the value of the Series B
Preferred Stock on an as converted to common stock basis based on the closing bid price of our common stock on the day
prior to the liquidation.

Registration of Shares of Common Stock for Resale: The Series B Preferred and the warrants were issued in a
private placement without registration under the Securities Act of 1933, as amended, and may not be offered or sold in the
United States absent registration or an applicable exemption from registration requirements. We filed on August 22, 2003
with the SEC a registration statement on Form S-3 to register the resale of the common stock issuable upon conversion of the
Series B Preferred and the common stock issuable upon exercise of the warrants. We are required to cause this registration
statement to be declared effective by the SEC no later than January 6, 2004 in order to avoid late registration penalties, and
no later than April 4, 2004 in order to avoid triggering the holder’s right to require redemption.

We have approved an amendment to our preferred stock rights agreement, effective as of July 10, 2003, to provide
that the consummation of the private placement will not trigger the issuance of any rights.

The foregoing summaries of the terms of these securities and the related agreements are qualified in their entirety by
reference to the Certificate of Designations, the Warrant Agreement, the Registration Rights Agreement and the Securities
Purchase Agreement, each of which was filed as an exhibit to our Form 8-K filed on July 10, 2003.

Significant Trends Affecting Our Business

Liquidity and Cash Flows from Operations. We had cash and cash equivalents and short-term investments of
approximately $15.1 million at September 30, 2003, of which $11.9 million was unrestricted cash and short-term investments
that can be used to fund operations. In the three months ended September 30, 2003, we used approximately $25.8 million and
$12.0 million of our total restricted and unrestricted cash reserves, respectively. During the third quarter, we received $10
million from Baystar as part of the Series B Preferred Stock financing which increased our unrestricted cash balance. In
addition, we repaid our $25 million fully collateralized loan with Silicon Valley Bank which reduced our restricted cash
balance by that amount. We have taken significant steps to reduce our expenses through personnel reductions and other cost
reduction measures, including a recent personnel reduction in October 2003 targeted to reduce headcount to approximately
116 employees in the fourth quarter of 2003, multiple real estate settlement agreements intended to significantly reduce our
rental expenses, and employee furloughs. While these efforts have significantly reduced our expense levels, our operations
are still drawing upon our cash reserves.

Based upon our present plans and expectations, we believe that our available cash, combined with expected
revenues and cash inflows, will be sufficient to finance our presently anticipated operating losses and working capital
expenditure requirements through 2003. However, plans and expectations are inherently uncertain, and our ability to fund
our operations through 2003 is dependent upon a variety of factors, including expected revenues and expenses, pending
settlements with third parties as well as expected cash collections and other inflows. In addition, we believe that we will
need at least an additional $15 million to finance our operations for the twelve months following this quarterly report. As a
result, we will need to significantly increase our revenues and /or raise additional capital to meet our liquidity and capital
needs in 2004 and beyond. We may seek to raise such additional capital through, among other things, potential asset sales,
additional equity or debt financings, the settlement of our payment dispute with Covisint, or some combination of these. In
October 2003, the Company announced that it is evaluating various avenues for raising additional capital and other strategic
alternatives, which may include the possible sale of some or all of the Company’s business, and that it has retained
investment bank Broadview International LLC to assist in exploring the Company's strategic alternatives. If we are unable to
raise additional capital, our revenues do not increase substantially, we are unable to settle our dispute with Covisint, or we
encounter expenses or cash outlays that are larger than expected, our remaining cash reserves may not be sufficient to sustain
our business operations through the 2003 calendar year and will not be sufficient to sustain our operations into 2004. The
forecasts of the periods of time through which our financial resources will be adequate to support our operations are forward-
looking statements that involve risks and uncertainties, and actual results could vary materially as a result of the factors
described in the sections entitled "Risk Factors" and "Liquidity and Capital Resources."

Industry Dynamics— Decline in Enterprise Spending. The enterprise software industry is characterized by several
trends that may have a material impact on our strategic planning, results of operations and financial condition. One key trend
has been the decline in spending on enterprise software as a result of general weakness in the economy. This decline in
enterprise spending has had a direct and significant adverse impact on our ability to generate license revenues from new and
existing customers. The decline in spending has also been coupled with increased competition in our industry resulting in
significant downward pricing pressure on our products. Taken together, these trends have resulted in a significant reduction
in new sales and declining average selling prices for the products we do sell.



New Product Introduction. We launched the Commerce One Conductor platform, our new product, in March of
2003. Thus far, however, license revenue from sales of the Conductor platform has not been significant and has fallen below
our expectations in certain quarters. In the third quarter of 2003, for example, license revenues from the Commerce One
Conductor platform fell approximately 70% below our initial expectations as stated in July 2003. Among the issues
hampering our efforts to sell the Conductor platform are ongoing concerns of existing and potential customers regarding our
viability, the lack of an established market for our new products, the length of sales cycles, particularly for a new and
unproven technology, and a depressed technology market. Moreover, these same issues make it difficult to sell our Supplier
Relationship Management applications while we try to establish a market for the Conductor platform. If we ultimately are
not successful in selling Commerce One Conductor to current and new customers, our license revenues will be adversely
affected. We believe that these trends, particularly with respect to our Supplier Relationship Management products, have
affected us more than many of our competitors. In addition, we expect that sales of the Commerce One Conductor platform
will not generate significant license revenue in the immediate future. In particular, in an effort to gain visibility of the
product with our customers, we have provided the product to several “early adopter” customers under a program where the
customer tests the product for free or at significantly reduced rates. We may continue to offer the product at reduced rates or
pursuant to other similar programs in order to gain market acceptance. As a result, we do not anticipate that our average
selling prices for our products will increase in the near future, and we believe that we will continue to experience downward
pricing pressure over the next year.

Revenue Mix. Our business model relies on our ability to generate revenue from license fees and, to a lesser extent,
from the services we provide. Revenues from license fees, though a lower overall percentage of our revenues, have relatively
higher gross margins than revenues from services. Because our revenue from license fees has declined more significantly
than service revenue, the percentage of our revenues from the sale of lower margin services increased to 73% in 2002 and
82% in the nine months ended September 30, 2003. We expect this trend to continue in the short term unless we are able to
successfully generate significant sales of our Commerce One Conductor platform product, which was released in March
2003.

Dependence on SAP—Loss of Future SAP Revenues. We have historically relied for a substantial portion of our
license revenue on our relationship with SAP. In addition, SAP was an important source of new customers for us by
providing us with an opportunity to sell our products to the relatively large installed base of SAP customers. As discussed in
more detail in the section below called "Relationship with SAP," we do not expect to derive any significant revenues from
SAP in 2003, or thereafter, and will not have direct access through SAP to its installed based of customers.

Dependence on Covisint—Loss of Future Covisint Revenues. We have historically received significant license,
professional services and software maintenance revenues from Covisint, in whom we have approximately a two percent
equity interest under the terms of a technology agreement we have with them. These amounts have become a more
substantial portion of our revenues over time as our overall revenues have declined. Due to a payment dispute with Covisint
with respect to which we filed an arbitration demand in June 2003, we did not derive any substantial revenues from Covisint
in nine months ended September 30, 2003. While we will pursue our payment claims against Covisint vigorously, in the
event we cannot achieve an acceptable settlement, we cannot assure you that we will receive revenues from Covisint in the
remainder of 2003 or thereafter.

Recent Events

Change in Auditors. On October 13, 2003, Emst & Young LLP informed us that it intends to resign as our
independent accountant following the completion of its review of this Form 10-Q. Ernst & Young has also indicated that it
intends to continue to assist us as appropriate with our pending filing with the Securities and Exchange Commission of its
Registration Statement on Form S-3. Ernst & Young's reports on our financial statements for fiscal years 2002 and 2001 do
not contain an adverse opinion or disclaimer of opinion and were not qualified or modified as to uncertainty, audit scope or
accounting principles. For our fiscal years 2002 and 2001, and through October 13, 2003, there were no disagreements with
Ernst & Young on any matter of accounting principles or practices, financial statement disclosure, or auditing scope or
procedure, which disagreements if not resolved to the satisfaction of Ernst & Young would have caused Ernst & Young to
make reference thereto in its report on the financial statements for such years. We requested that Ernst & Young furnish us
with a letter addressed to the Securities and Exchange Commission stating whether or not Ernst & Young agrees with the
above statements. A copy of such letter is filed as Exhibit 16.1 to a Current Report on Form 8-K filed with the Commission
on October 13, 2003. We have commenced a search for a new independent accountant to audit our financial statements, but
have not yet engaged such a firm.



Engagement of Broadview. In October 2003, we announced that we are evaluating various avenues for raising
additional capital and other strategic alternatives, which may include the possible sale of some or all of our business. We
have also announced that we have retained Broadview International LLC to assist in exploring our strategic alternatives.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of consolidated financial statements requires us to make estimates and judgments that affect the
reported amounts of assets, liabilities, revenues and expenses. On an on-going basis, we evaluate estimates, including those
related to revenue recognition, software product returns, warranty obligations, uncollectible accounts receivable and long-
lived assets. We base our estimates on historical experience and on various other assumptions that are believed to be
reasonable under the circumstances, the results of which form the basis for making judgments about amount and timing of
revenues and expenses, the carrying values of assets and the recorded amounts of liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates and such estimates may change if the underlying conditions or
assumptions change.

We believe that these significant judgments affect the following critical accounting policies used in the preparation
of our consolidated financial statements.

Revenue Recognition and Related Accounting Policies

Our revenue recognition policies are consistent with Statement of Position 97-2 "Software Revenue Recognition," as
modified by Statement of Position 98-9.

Revenues from license agreements for our software products are recognized upon delivery of the software if there is
persuasive evidence of an arrangement, collection is probable and the fee is fixed or determinable. In the limited
circumstances where our software is licensed to third parties through indirect sales channels (primarily in international
locations), license fees are generally recognized as revenue, under the "sell-through method," when the criteria described
above have been met and the reseller has sold the software to an end user customer. While generally we do not license
software under barter or concurrent arrangements, whenever software has been licensed under such arrangements, we have
recognized revenue equal to the net monetary amounts to be received by us.

We reduce license revenue to reflect estimated product returns. While as a matter of contract and general practice,
we do not accept the return of software products after the expiration of any acceptance periods, unforeseen contractual
disputes with customers may require us to accept the return of a product. Management uses a percentage of trailing license
revenue in order to calculate the required reserve balance. The appropriate percentage is determined by analyzing
information pertaining to past customer issues or disputes for particular products. Our reserves have decreased significantly
over the past twelve months due to lower license revenue. Should our actual product returns be greater than our estimates, or
if we experience higher returns due to the introduction of our new Commerce One Conductor platform product, revisions to
the product return allowance would be required which may lead to a decrease in license revenue.

We charge estimated product warranty costs to cost of licenses at the time revenue is recognized. While we engage
in product quality programs and processes prior to the release of software, unforeseen product errors may exist in our
products that may require us to incur costs to correct or replace the affected products. We create the warranty reserve by
analyzing actual work performed pursuant to warranty disputes in previous quarters, the mix of our product offerings and the
relative amount of time those products have been generally available. Should warranty claims, and therefore our actual costs,
be greater than our estimates, revisions to the estimated warranty costs would be required which may lead to an increase in
cost of license for the affected period.

Revenues from professional services contracts are generally recognized on a time and material basis. However,
when we perform work on a fixed price basis, revenue is recognized on the percentage-of-completion method, with costs and
estimated profits recorded as work is performed. Provisions for estimated losses on uncompleted contracts are made in the
period in which such losses are determined. Changes in contract performance and estimated profitability, including final
contract settlements, may result in revisions to costs and revenues, which are recognized in the period in which the revisions
are determined.

If a customer transaction includes both software license and services elements, or the rights to multiple software
products, the total arrangement fee is allocated to each of the elements using the residual method, under which revenue is
allocated to undelivered elements based on vendor-specific objective evidence of the fair values of such undelivered elements



and the residual amounts of revenue are allocated to the delivered elements.

Revenue is recognized using contract accounting for arrangements involving significant customization or
modifications of the software or where professional services are considered necessary to the functionality of the software.
Revenue from these software and services arrangements is recognized using the percentage-of-completion method by
utilizing specific milestones in order to assess the progress achieved.

Software maintenance revenues and subscription fees are recognized ratably over the term of the related contract,
typically one year, upon cash receipt.

Network service fees (hosting fees and revenue sharing), have not been significant and are not expected to be
significant in the future. Revenues related to revenue sharing are recognized as earned based on customer transactions.
Revenues related to hosting fees generally are recognized ratably over the term of the related contracts, typically one year. In
January 2003, we divested to eScout LLC our CommerceOne.net division, which offered hosting, software subscription
services, transaction-based marketplace services and content services. During 2002, we recognized service revenues totaling
approximately $11.8 million from CommerceOne.net related services. During the three and nine months ended September
30, 2003, we recognized a total of approximately $0.41 million and $3.01 million in services revenue from
CommerceOne.net related services, respectively. Due to this divestiture, we will no longer offer these services. As a result of
this divestiture, we received no transaction fees in the nine months ended September 30, 2003 and will no longer receive
these revenues in the future. In addition, the Company hosting revenue has declined substantially and will be limited solely
to the recognition of revenue that previously had been deferred.

Deferred revenue consists of prepaid licenses fees as well as prepaid fees for services and maintenance and support
agreements.

Allowance for Doubtful Accounts

We maintain an allowance for doubtful accounts for estimated losses resulting from the inability of our customers to
make required payments. Factors that management considers in determining the allowance for doubtful accounts include the
current credit worthiness of the customer, prior payment history and the age of the receivables. We will periodically assess
whether our realization differs substantially from our estimates to refine our assumptions. If the financial condition of our
customers were to deteriorate, resulting in an impairment of their ability to make such payments, increases in the allowance
may be required.

Long-lived Assets and Goodwill

In accordance with the provisions of Statement of Financial Accounting Standards ("SFAS") No. 144, "Accounting
for the Impairment or Disposal of Long- lived Assets," we periodically assess the carrying value of our long-lived assets
including property and equipment, our Technology Agreement with Covisint and other identified intangible assets for
impairment. An impairment assessment is performed whenever events or changes in circumstances indicate that the carrying
value of an asset may not be recoverable. Impairment indicators include, but are not limited to, our net book value as
compared to market capitalization, significant negative industry and economic trends, a significant decline in our stock price
for a sustained period and significant under performance relative to historical and projected future operating results. In
assessing the recoverability of the carrying value of intangible assets, we must make assumptions regarding the estimated
future cash flows attributable to these assets. In addition, we must make assumptions regarding discount rates to determine
the fair value of the respective assets. We have typically relied on valuation consultants to assist in the analysis of these
factors. If these estimates or their related assumptions change in the future, we may be required to record impairment charges
for these assets not previously recorded which could have a significant impact on our operating results. In 2002, we recorded
impairment charges of $394.0 million related to property and equipment, goodwill and other intangible assets.

During the quarter ended September 30, 2003, we identified indicators of possible impairment relating to the
Technology Agreement with Covisint. The primary impairment indicator was the recent dispute and related negotiation with
Covisint regarding Covisint’s revenue sharing obligations. Because the projected undiscounted cash flows were below the
current carrying value of the intangible asset, an impairment existed and we therefore performed a discounted cash flow
analysis to value the asset. Based upon our analysis, we believe that the Technology Agreement with Covisint is valued at $6
million. As a result, in the quarter ended September 30, 2003, we recorded an impairment charge of $8.4 million related to
our Technology Agreement with Covisint. The presence of indicators of impairment in future periods may result in further
impairment of our intangible assets.



Stock-based Compensation

We generally have three categories of employee stock-based awards: restricted stock, stock options and a stock
purchase plan. We account for employee stock options using the intrinsic value method in accordance with Accounting
Principles Board Opinion No. 25 "Accounting for Stock Issued to Employees" ("APB 25") and have adopted the disclosure-
only alternative of SFAS No. 123, "Accounting for Stock-Based Compensation" as amended by SFAS No. 148, "Accounting
for Stock-Based Compensation - Transition and Disclosure." Under the intrinsic value method, the Company has only
recorded stock-based compensation resulting from restricted stock issued and options assumed in various prior period
acquisitions. In September 2003, the Board of Directors approved the acceleration of vesting of certain "out-of-the-money"
employee stock options related to the prior acquisitions of Exterprise, Mergent and AppNet. As a result of the full vesting of
these stock options, we do not expect to incur any future additional charge to stock compensation expense for deferred
compensation related to these prior acquisitions.

Restricted stock is measured at fair value on the date of grant based on the number of shares granted and the quoted
price of the Company’s common stock. Such value is recognized as an expense ratably over the corresponding employee
service period. To the extent restricted stock or restricted stock units are forfeited prior to vesting, the corresponding
previously recognized expense is reversed as an offset to "Stock-based compensation.”

Restructuring Accrual

We have undergone multiple restructuring transactions during 2001 and 2002. In accordance with Emerging Issues
Task Force Issue ("EITF") No. 94-3 "Liability Recognition for Certain Employee Termination Benefits and Other Costs to
Exit an Activity (including Certain Costs Incurred in a Restructuring)", the cost associated with the transactions in 2001 and
2002 have been charged to restructuring expense in the period in which we committed to the restructuring plan. The charges
relating to the consolidation and closing of facilities and asset dispositions required significant estimates to determine the
amount of future payments to be accrued as a part of the restructuring activity. A change in the circumstances related to the
plan for closure of the facilities could result in additional charges or the reversal of prior charges taken.

In June 2002, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No.
146, "Accounting for Costs Associated with Exit or Disposal Activities." SFAS No. 146 addresses financial accounting and
reporting for costs associated with exit or disposal activities and nullifies EITF Issue No. 94-3 "Liability Recognition for
Certain Employee Termination Benefits and Other Costs to Exit an Activity (including Certain Costs Incurred in a
Restructuring)". SFAS No. 146 requires that a liability for a cost associated with an exit or disposal activity be recognized
when the liability is incurred, not at the date of an entity’s commitment to an exit plan, as required under EITF Issue No. 94-
3. The provisions of SFAS No. 146 were effective for exit or disposal activities initiated after December 31, 2002. During
the nine months ended September 30, 2003, we recorded restructuring costs of $19.3 million under the provisions of SFAS
No. 146. The adoption of SFAS No. 146 may affect the timing of recognizing future restructuring costs and the amounts
recognized under such costs.

RELATIONSHIP WITH SAP

Commercial Relationship and Revenues Resulting from Royalty Arrangements with SAP AG

Commerce One’s strategic relationship with SAP commenced on September 18, 2000, when the Company entered
into a strategic alliance agreement with SAP AG to jointly develop, market and sell the MarketSet suite of applications and
the Enterprise Buyer procurement applications. These products were primarily targeted at electronic marketplace customers,
a market which has since declined substantially. This agreement provided that either party licensing the jointly developed
products to its customers would owe a royalty to the other party. The amount of the royalty was generally based on a
percentage of the total license fee paid by the customer. The Strategic Alliance Agreement expired at the end of September
2003, although certain rights of the parties (including without limitation certain distribution and royalty sharing rights)
continue past the expiration date.

SAP historically has made non-refundable royalty prepayments to Commerce One, which the Company has
recorded as deferred revenue as payments are received. As SAP incurs the obligation to pay royalties to Commerce One,
these royalties have been recognized as revenue. Prepayments received from SAP and included in deferred revenue totaled
approximately $6.7 million and $10.2 million at September 30, 2003 and December 31, 2002, respectively. If Commerce
One licenses one of the jointly developed products to its customers, it is required to pay a royalty to SAP in connection with
the sale. These royalty payments are recorded as a reduction of license or support revenue, as appropriate.



During 2001, 2002 and 2003, Commerce One and SAP amended these agreements several times to provide for
different rights to resell certain technology included in the jointly developed products, variations in royalty rates,
maintenance fees and other rights over time, clarification of support obligations and other related matters.

In November 2003, the parties amended the agreement to provide for various transition efforts in connection with
the expiration of the Strategic Alliance Agreement. Pursuant to this amendment, and as contemplated by the original
Strategic Alliance Agreement, the parties granted reciprocal source code license rights to the portions of technology
comprising the jointly developed solutions to allow each party to provide certain support and maintenance services to their
respective customers. In addition, the parties agreed to various support and transition activities associated with the
termination, and agreed that no further amounts would be owed by either party other than an agreed-upon royalty rate for
future sales of the product, if any, and a $500,000 maintenance fee to Commerce One for support of the joint offering through
December 31, 2003. The $500,000 fee will be drawn down from amounts previously paid by SAP to Commerce One
pursuant to the Strategic Alliance Agreement.

SAP’s license royalty payments to Commerce One historically have constituted a substantial portion of the
Company’s revenues, including during 2002 and 2001. Historically, SAP was instrumental in assisting the Company with
selling the jointly developed products, MarketSet and Enterprise Buyer, to SAP’s customer base. However, these royalty
payments have declined substantially in the past year with the decline of the market for electronic marketplace solutions and
did not represent a substantial portion of license revenues for Commerce One in 2003. The Strategic Alliance Agreement
expired on September 30, 2003. Although the parties continue to have a right to sell the jointly developed products for a
period of time in exchange for a royalty payment, Commerce One does not expect to generate significant future license
revenues, if any, from the sale of the joint solutions by SAP.

Commerce One recognized $0.9 million and $3.5 million in total revenues from SAP during the three and nine
months ended September 30, 2003, respectively, of which $0 and $0.4 million represented license fees for that same period,
compared to $8.2 million and $24.8 million in total revenues during the three and nine months ended September 30, 2002, of
which $6.9 million and $19.7 million represented license fees for those same periods.

The Company also has generated revenue from its relationship with SAP by providing technical customer support
and maintenance services to joint customers. In 2002, support of such customers represented a substantial percentage of the
Company’s total support and maintenance revenue. Amounts received from SAP include payments based on a certain
percentage of total support and maintenance fees received by SAP from the customer. In addition, pursuant to the
Company’s agreement with SAP, SAP has agreed to pay Commerce One $500,000 per quarter for certain support
obligations relating to MarketSet. This fixed payment is scheduled to cease on December 31, 2003. As a result, and due to
the termination of the Strategic Alliance Agreement at the end of September 2003, the Company does not expect to receive
any further maintenance and support revenue from SAP after 2003.

At the time we entered into the strategic alliance agreement with SAP in 2000, we sold 505,955 shares of our
common stock to SAP for an aggregate purchase price of approximately $250 million.

Subsequently, in 2001, we sold an additional 4,748,477 shares of our common stock to SAP for an aggregate
purchase price of approximately $225 million.

In connection with our issuance of common stock to SAP, we entered into various agreements with SAP that restrict
SAP’s ability to acquire more than 23% of our outstanding common stock or otherwise attempt to acquire control of
Commerce One, restrict its transfer of the shares of common stock that it purchased from us and, in very limited ways, affect
SAP’s ability to vote its shares of our common stock. We also granted SAP certain rights to require us to register the resale
of its shares of our common stock, certain pro rata rights to acquire additional shares of our common stock and the right to
have a designee appointed to our board of directors or to send an observer to our board of directors meetings. As of
September 30, 2003, SAP has not exercised its right to have such a designee appointed, but has exercised its right to send an
observer to our board of directors meetings.

Pursuant to our registration rights agreement with SAP, SAP has elected to include the shares of our common stock
that they beneficially own in the registration statement on Form S-3 that we filed in connection with the investment by
Baystar. As a result, SAP will be able to sell, subject to certain contractual restrictions, its 5,254,431 shares of our
outstanding common stock, through the registration statement once it is declared effective by the SEC. The contractual
restrictions on SAP’s ability to sell its shares generally prohibit SAP from transferring more than 50% of its shares prior to
June 28, 2004, and any transfers it may make are subject to certain limitations on open market sales and transfers to persons



who after the transfer will hold in excess of 10% of our voting power.

As of September 30, 2003, through its purchases from us and on the open market, SAP beneficially owned
approximately 20% of our outstanding common stock.

LIQUIDITY AND CAPITAL RESOURCES

We had cash and cash equivalents and investments of approximately $15.1 million at September 30, 2003 compared
to approximately $112.9 million at December 31, 2002. The amounts as of September 30, 2003, included approximately $3.2
million that collateralized certain of our obligations related to operating lease agreements for computer equipment and office
facilities and potential workers compensation claims. As of September 30, 2003, we had $11.9 million in unrestricted cash
and short-term investments that could be used to fund our operations. Our cash and cash equivalents and short term
investments as of September 30, 2003 include the $10 million we received in July 2003 from Baystar as part of the Series B
Preferred financing in July 2003. In addition, during the third quarter of 2003, we voluntarily repaid our $25.0 million loan
to Silicon Valley Bank, which reduced our restricted cash balance by that amount. All amounts drawn by Commerce One
pursuant to that loan agreement had been fully secured by a cash collateral account with Silicon Valley Bank and, as a result,
the loan did not result in any net additional unencumbered cash to Commerce One. This repayment allowed us to save
approximately $0.2 million in interest expense per quarter.

Net Cash Used in Operating Activities

Net cash used in operating activities totaled approximately $83.1 million for the nine months ended September 30,
2003 compared to approximately $185.6 million for the nine months ended September 30, 2002. Cash used in operating
activities for the period ended September 30, 2003 resulted primarily from the net loss, excluding non-cash charges for
amortization and depreciation. The payment of accrued termination benefits and the payments made in connection with the
real estate settlements contributed to additional cash used in operations. Net cash used in operating activities for the nine
months ended September 30, 2002 resulted primarily from the net loss, adjusted for non-cash items including depreciation,
amortization, and impairment charges, and a decrease in liabilities and deferred revenue which was partially offset by a
decrease in accounts receivable.

Net Cash Provided by Investing Activities

Net cash provided by investing activities totaled approximately $36.1 million for the nine months ended September
30, 2003. Cash provided by investing activities in the current period related primarily to the maturity of short-term
investments, offset by the purchase of short-term investments. Cash provided by investing activities was $100.0 million in the
period ended September 30, 2002 and related to the maturity of short-term investments, proceeds related to a divestiture and
the sale of fixed assets, offset by the purchase of fixed assets.

Net Cash (Used in) Provided by Financing Activities

Net cash used in financing activities totaled approximately $14.8 million for the nine months ended September 30,
2003. This compares to net cash provided by financing activities of approximately $4.6 million for the nine months ended
September 30, 2002. The net cash used in the nine months ended September 30, 2003 resulted from the $25.0 million
repayment of our fully collateralized loan with Silicon Valley Bank, offset by proceeds provided by BayStar of $10.0 million,
net of issuance costs, and the issuance of common stock upon the exercise of employee stock options and the purchase of
stock by employees through our employee stock purchase plan. The net cash provided in the nine months ended September
30, 2002 resulted from the issuance of common stock upon the exercise of employee stock options and the purchase of stock
by employees through our employee stock purchase plan.

Contractual Obligations

The following summarizes our contractual obligations as of September 30, 2003, and the effects such obligations are
expected to have on our liquidity and cash flows in certain future periods after September 30, 2003 (in thousands):

Less 4 years
than 1to3 and
Total one year years thereafter
Non-cancelable operating
lease obligations............ccecueeenneee. $ 12,709 $ 6,327 $ 6,227 $ 155

Total..oooiiiiiiiiiiics $ 12,709 S 6,327 $ 6,227 $ 155




Real Estate Obligations

As of September 30, 2003, Commerce One leased office space in five locations throughout the United States, which
represent the majority of our real estate obligations. We have subleased, reduced or otherwise renegotiated a significant
portion of the long-term real estate obligations for our surplus office space in the United States, but some of our existing
space remains underutilized. In addition, we lease several smaller and/or temporary locations in Europe, Asia and Canada to
support our international operations.

During the period March 1, 2003 through June 30, 2003, we renegotiated significant long-term real estate
obligations in six US locations. As a result of these settlements and the sublease of the Company’s main corporate office in
Pleasanton, California, the Company recorded a net reversal of real estate related restructuring expense in the second quarter
of approximately $8.5 million. The Company did not record any additional charges or reversals with respect to the real estate
related restructuring expense in the third quarter of 2003. (See section entitled "Real Estate Obligations" in "Management’s
Discussion and Analysis of Financial Condition and Results of Operation" in this Quarterly Report on Form 10-Q for more
information on our real estate lease settlement agreements.)

The Company’s total non-cancelable operating lease obligations as of September 30, 2003 was $12.7 million, which
includes the effect of the real estate settlements for the six US locations as described above, as well as the sublease of the
Company’s main corporate office in Pleasanton, California.

We have no significant capital commitments or obligations other than those described in the analysis above. We do
not have any relationships with unconsolidated entities or financial partnerships, such as entities often referred to as
structured finance or special purpose entities, which would have been established for the purpose of facilitating off-balance
sheet arrangements or other contractually narrow or limited purposes. Further, we have not guaranteed any obligations of
unconsolidated entities nor have we any commitment or intent to provide additional funding to any such entity.

Sources of Liquidity and Capital

We have historically satisfied our cash requirements primarily through the issuances of equity securities and, to a
significantly lesser extent, through debt financing.

On October 23, 2002, we executed an agreement with Silicon Valley Bank for a credit facility of up to $25.0
million. All amounts drawn by Commerce One were fully secured by a cash collateral account with Silicon Valley Bank and,
as a result, the loan did not result in any net additional unencumbered cash to Commerce One. We voluntarily paid that loan
in full in July 2003 with the amounts in the cash collateral account.

In July 2003, we raised $10 million, in connection with our sale of Series B Preferred Stock and warrants to Baystar
Capital II, L.P.

We had cash and cash equivalents and short-term investments of approximately $15.1 million at September 30,
2003, of which $11.9 million was unrestricted cash and short-term investments that can be used to fund operations. In the
three months ended September 30, 2003, we used approximately $25.8 million and $12.0 million of our total restricted and
unrestricted cash reserves, respectively. During the third quarter, we received $10 million from Baystar as part of the Series
B Preferred Stock financing which increased our unrestricted cash balance. In addition, as noted above, we repaid our $25
million fully collateralized loan with Silicon Valley Bank which reduced our restricted cash balance by that amount. We have
taken significant steps to reduce our expenses through personnel reductions and other cost reduction measures, including a
recent personnel reduction in October 2003 targeted to reduce our operations to approximately 116 employees in the fourth
quarter of 2003, multiple real estate settlement agreements intended to significantly reduce our rental expenses, and employee
furloughs. While these efforts have significantly reduced our expense levels, our operations are still drawing upon our cash
reserves.

Based upon our present plans and expectations, we believe that our available cash, combined with expected
revenues and cash inflows, will be sufficient to finance our presently anticipated operating losses and working capital
expenditure requirements through 2003. However, plans and expectations are inherently uncertain, and our ability to fund
our operations through 2003 is dependent upon a variety of factors, including expected revenues and expenses, pending
settlements with third parties as well as expected cash collections and other inflows. In addition, we believe that we will
need at least an additional $15 million to finance our operations for the twelve months following this quarterly report. As a



result, we will need to significantly increase our revenues and /or raise additional capital to meet our liquidity and capital
needs in 2004 and beyond. We may seek to raise such additional capital through, among other things, potential asset sales,
additional equity or debt financings, the settlement of our payment dispute with Covisint, or some combination of these. Our
future liquidity and capital requirements will depend on numerous factors including our ability to sell and gain acceptance in
the market of our new Commerce One Conductor platform product, our future revenues and expenses, growth or contraction
of operations, and general economic pressures. In October 2003, the Company announced that it is evaluating various
avenues for raising additional capital and other strategic alternatives, which may include the possible sale of some or all of
the Company’s business, and that it has retained investment bank Broadview International LLC to assist in exploring the
Company's strategic alternatives. We may seek to sell additional equity or debt securities. The sale of additional equity or
convertible debt securities is likely to result in additional dilution to our stockholders. We cannot assure you that any
financing arrangements will be available in amounts or on terms acceptable to us, if at all. The current unfavorable market
for equity or debt financing makes it increasingly difficult to raise additional funding. In addition, the rights of our new
Series B Preferred stock holder, Baystar, may discourage other potential investors and diminish our ability to obtain
additional financing. If we do not have sufficient cash to fund our current operations or meet our capital needs, we will need
to pursue other alternatives such as the sale of some or all of our assets, dramatically reducing or discontinuing some or all of
our operations, or filing for bankruptcy protection. In addition, if our outstanding Registration Statement covering the
common shares underlying our convertible preferred stock is not declared effective by April 4, 2004, the holder will have the
right to demand redemption (redemption price of $12,485,000 as of September 30, 2003). However, redemption is not
considered probable, as an initial Registration Statement covering the underlying shares has been filed, and management
believes that effective registration can be attained in the remaining time prior to April 2004.

The forecasts of the periods of time through which our financial resources will be adequate to support our operations
and the forecasts regarding our ability to reduce our expenses to allow us to have adequate cash resources through 2003 are
forward-looking statements that involves risks and uncertainties, and actual results could vary materially as a result of the
factors described in this paragraph and in the section entitled "Risk Factors."

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2003 AND 2002
Revenue

Total revenues for the three months ended September 30, 2003 decreased to approximately $5.7 million compared to
$26.4 million for the three months ended September 30, 2002. For the three months ended September 30, 2003, other than
related party revenues earned through transactions with SAP, which accounted for approximately 16% of our revenues, no
other customer accounted for more than 10% of revenue. For the three months ended September 30, 2002, other than
revenues earned through transactions with SAP, which accounted for approximately 31% of our revenue, no other customer
accounted for more than 10% of revenue.

License Revenue

License revenues for the three months ended September 30, 2003 decreased to approximately $0.9 million compared
to $8.5 million for the three months ended September 30, 2002. For the three months ended September 30, 2003,
approximately $0.3 million of license revenue was attributable to the reversal of license revenue reserves in accordance with
our revenue recognition policy as outlined in the section titled "Critical Accounting Policies and Estimates". The decrease in
license revenues relative to the same period in the prior year primarily resulted from a $6.9 million decline in license fee
royalties from SAP as a result of the general decline of the demand for emarketplace solutions; a significant slowdown in
technology spending coupled with the continued general economic downturn; the continued intense competition in the
market for supplier relationship management ("SRM") applications; and the nascence of our flagship product, the Commerce
One Conductor platform, which was first introduced for general availability in March 2003; all of which resulted in fewer
customer orders and lower average selling prices. Revenues recorded as royalty payments from SAP previously have
represented a substantial portion of our revenues but have declined substantially over time. There were no license revenues
from SAP for the three months ended September 30, 2003, compared to approximately $6.9 million of license revenue for the
three months ended September 30, 2002. We do not anticipate that we will generate significant license revenues, if any,
through transactions with SAP in the fourth quarter of 2003 or thereafter.

Services Revenue
Services revenues decreased to approximately $4.8 million for the three months ended September 30, 2003

compared to $17.9 million for the three months ended September 30, 2002. This $13.1 million decrease in services revenues
primarily resulted from the downsizing of our Global Services division through reductions in force and divestitures, and a



decrease in revenues from maintenance services commensurate with the overall decline in license revenues. In addition, we
have experienced a reduction in the amounts received from various historical revenue-sharing arrangements with our
customers who operate electronic marketplaces due to a decline in the use of those marketplaces. For example, we are
engaged in a payment dispute with Covisint, from whom we have received significant revenue-sharing payments in the past,
and we do not expect to receive future revenues from Covisint, if any, until such dispute is resolved. In addition, as we have
shifted our focus from our prior supplier relationship management and marketplace-focused products, some of these
customers have reduced or cancelled support and maintenance services for such products, which has reduced our overall
support and maintenance revenues, and/or migrated to shorter-term payments, which affects the stability of those revenues.

Our headcount reductions, which were made to further enable us to focus on our core product offerings, have taken
place during 2001, 2002 and in each quarter of 2003. In January 2003, we divested to eScout LLC our CommerceOne.net
division, which previously offered hosting, software subscription services, transaction-based marketplace services and
content-related services. During the three months ended September 30, 2003, we recognized a total of approximately $0.1
million in services revenue from CommerceOne.net related services. As a result of this divestiture, we no longer expect to
receive revenues from transaction fees, content or subscription services. In addition, we expect that hosting revenue will
decline substantially and will be limited solely to the recognition of revenue that previously had been deferred. We expect
that total services revenues may decline further in the short term primarily as a result of the decrease in the number of
employees in our professional service division. In addition, our new Commerce One Conductor platform product was
released for general availability in March 2003, and we do not expect it to generate significant services engagements or
maintenance revenues in the short term until the product is more broadly used by our customers.

We recognized $0.9 million in services revenues from SAP for the three months ended September 30, 2003,
compared to approximately $8.2 million of services revenue for the three months ended September 30, 2002. We anticipate
that such services revenues from SAP will decline throughout the remainder of 2003, and we do not expect significant
services revenue, if any, from SAP after 2003.

Cost of Revenues

Cost of revenues, consisting of cost of services and cost of licenses, was approximately $12.4 million for the three
months ended September 30, 2003 compared to $17.3 million for the three months ended September 30, 2002.

During the quarter ended September 30, 2003, we identified indicators of possible impairment relating to the
Technology Agreement with Covisint. The primary impairment indicator was the recent dispute and related negotiation with
Covisint regarding Covisint’s revenue share payment obligations to Commerce One. Because the projected undiscounted
cash flows were below the current carrying value of the intangible asset, an impairment existed and we therefore performed a
discounted cash flow analysis to value the asset. Based upon this analysis, we believe that the value of the Technology
Agreement with Covisint is approximately $6 million. As a result, in the quarter ended September 30, 2003, we recorded an
impairment charge of $8.4 million related to our Technology Agreement with Covisint. The presence of indicators of
impairment in future periods may result in further impairment of our intangible assets.

Cost of license fees for the three months ended September 30, 2003 was $8.9 million compared to $2.3 million for
the three months ended September 30, 2002. Cost of license fees primarily consist of $8.9 million of amortization and
impairment relating to the cost of the Technology Agreement with Covisint as well as royalties due to third parties, software
media and duplication costs and software documentation costs. Costs related to the Technology Agreement were $8.9 million
and $1.6 million for the three months ended September 30, 2003 and 2002, respectively. The significant increase was due to
a $8.4 million charge related to the impairment of the Technology Agreement intangible asset during the three months ended
September 30, 2003. Cost of license fees for the three and nine months ended September 30, 2003 were partially offset by a
$0.3 million reversal of previously recorded estimated costs.

Cost of services, which primarily consists of personnel and related costs, third party consulting costs and software
maintenance and training costs, was $3.6 million compared to $15.1 million for the three months ended September 30, 2003
and 2002, respectively. The $11.5 million decrease in cost of services resulted primarily from the divestiture and closure of a
number of service operations (including consulting, technical support and CommerceOne.net operations) no longer directly
related to our core product offering. These divestitures and closures occurred in the fourth quarter of 2001, the first quarter of
2002 and the first quarter of 2003. The number of employees engaged in professional service activity decreased to
approximately 71 at September 30, 2003 from approximately 280 at September 30, 2002. Consistent with the decrease in the
size of our professional services organization, we expect a decline in professional services costs through the fourth quarter of
2003.



Sales and Marketing Expenses

Sales and marketing expenses consist primarily of personnel and related cost and commissions, and the costs of
seminars, promotional materials, trade shows and other sales and marketing programs. Sales and marketing expenses were
approximately $4.0 million and $19.2 million for the three months ended September 30, 2003 and 2002, respectively. The
decrease between 2002 and 2003 was primarily attributable to $6.4 million in savings from a decrease in the average number
of sales and marketing personnel during the year, a decrease in marketing-related activity, and an $0.8 million decrease in
commissions paid as a result of the decline in overall revenue. The number of employees engaged in sales and marketing
decreased to approximately 43 at September 30, 2003 from approximately 220 at September 30, 2002 as a result of our
corporate restructuring efforts. We expect that sales and marketing expenses will decline through the fourth quarter of 2003.

Product Development Expenses

Product development expenses consist primarily of personnel and related costs associated with our product
development efforts. Product development expenses were approximately $5.7 million and $18.0 million for the three months
ended September 30, 2003 and 2002, respectively. During the quarter ended September 30, 2003, these expenses related
primarily to the continued development of our new Commerce One Conductor platform product, which was released in
general availability form in March 2003, and certain expenses pertaining to ongoing development of our SRM applications.
The $12.3 million decrease in product development expenses between the second quarters of 2003 and 2002 was primarily
attributable to $11.1 million in savings from a reduction in personnel as well as $0.8 million in lower subcontractor-related
expenses to support development of our products. The number of employees engaged in product development decreased to
approximately 88 at September 30, 2003 from approximately 430 at September 30, 2002. We expect total product
development expenses to decrease in the last quarter of 2003 due to our reductions in force.

General and Administrative Expenses

General and administrative expenses consist primarily of employee salaries and related costs for executive,
administrative and finance personnel. General and administrative expenses were approximately $1.8 million and $4.6 million
for the three months ended September 30, 2003 and 2002, respectively. The $2.8 million decrease resulted primarily from
$2.3 million in savings from a decrease in the average number of general and administrative personnel employed during the
period. The number of employees engaged in general and administrative functions decreased to approximately 21 at
September 30, 2003 from approximately 130 at September 30, 2002. We expect general and administrative expenses will
decrease over the remainder of 2003 due primarily to the decrease in the average number of employees in this area as a result
of our restructuring efforts.

Stock Compensation

Stock compensation expenses result from the grant of stock options, grant of restricted common stock and sales of
stock to employees at exercise or sales prices below the deemed fair market value of our common stock.

Stock compensation totaled approximately $1.6 million and $1.0 million in the three months ended September 30,
2003 and 2002, respectively. In September 2003, the Board of Directors approved the acceleration of vesting of certain "out-
of-the-money" employee stock options related to the prior acquisitions of Exterprise, Mergent and AppNet. This accelerated
vesting created a one-time $1.0 million charge in stock compensation expense during the quarter incremental to the third
quarter amortization charge of $0.6 million. As a result of the full vesting of these stock options, we do not expect any future
additional charge to stock compensation expense for deferred compensation related to these acquisitions. The expense
related to a restricted stock grant made to our employees in May 2001 was being amortized over a two-year vesting period
and was fully vested by May 2003.

Restructuring Charges

For the quarter ended September 30, 2003, we incurred an approximately net expense of $1.0 million in
restructuring charges related primarily to employee related expenses such as severance and benefits. These charges arose
from plans to reduce our overall employee population to 200 employees. We anticipate that substantially all remaining
payments to terminated employees accrued as restructuring costs will be paid during the fourth quarter of 2003. This reversal
was due to a charge of $2.1 million related to severance costs, offset by approximately $8.5 million as a result of the real
estate lease settlement agreements reached in the second quarter. (See section entitled "Real Estate Obligations" in
"Management’s Discussion and Analysis of Financial Condition and Results of Operation" in this Quarterly Report on Form
10-Q for more information on our real estate lease settlement agreements.) Changes in the actual or estimated charges, such



as the actual amount of future lease cancellation costs or termination payments to employees, will have an impact on the
Company’s future results of operations. For example, if these costs are higher than estimated, we will incur further
restructuring expenses, which will decrease our results of operations and may decrease our cash position.

As of September 30, 2003, as a result of restructurings in 2001, 2002 and the first and second quarter of 2003, we
have an accrued liability recorded of $5.7 million for estimated future costs related to past restructurings.

In October 2003, we announced further plans to reduce our overall employee population to approximately 116
employees. We anticipate that the restructuring costs resulting from this October plan will be approximately $3.4 million and
will be incurred in the fourth quarter of 2003.

For more information regarding our restructuring, see Note 5 to our Condensed Consolidated Financial Statements
contained in this Form 10-Q.

Amortization of Intangible Assets

Amortization of intangible assets was $0.2 million for the three months ended September 30, 2003 compared to $2.9
million for the three months ended September 30, 2002. The $2.7 million decrease is due to the impairment of intangible
assets recorded during the year ended December 31, 2002. We expect the amortization charges to remain approximately the
same through 2005 absent any further intangible impairments or intangible acquisitions.

Interest Income and Other, Net

Interest income and other, net, increased to $1.5 million for the three months ended September 30, 2003 compared
to $0.5 million for the three months ended September 30, 2002. The approximate $1.0 million increase is attributable to $0.6
million recognized due to the sale of a small non-core business to Computer Horizons Corporation during the quarter and a
$0.3 million gain on the proceeds of a note, previously written off, related to a prior disposition of Connective Commerce
LLC, one of our former services divisions.

Provision for Income Taxes

The income tax provision is the result of withholding and income taxes generated in certain foreign jurisdictions.
Realization of our net deferred tax assets is dependent upon the generation of sufficient taxable income in future years in
appropriate tax jurisdictions to obtain benefit from the reversal of temporary differences and from net operating loss carry
forwards. Due to the uncertainty of the amount and timing of future taxable income, we have provided a full valuation
allowance against the net deferred tax assets.

Other Expense Related Item

During the quarters ended March 31 and June 30, 2003, we recognized too much rent expense due to a clerical error.
The aggregate amount of these errors was approximately $0.9 million. We adjusted this error by reversing the over-expensed
amount of $0.9 million in the quarter ended September 30, 2003.

RESULTS OF OPERATIONS FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2003 AND 2002
Revenue

Total revenues for the nine months ended September 30, 2003 decreased to approximately $27.1 million compared
to $86.0 million for the nine months ended September 30, 2002. For the nine months ended September 30, 2003, other than
related party revenues earned through transactions with SAP, which accounted for approximately 13% of our revenues, no
other customer accounted for more than 10% of revenue.

License Revenue

License revenues for the nine months ended September 30, 2003 decreased to approximately $4.9 million compared
to $24.1 million for the nine months ended September 30, 2002. For the nine months ended September 30, 2003,
approximately $0.9 million of license revenue was attributable to the reversal of license revenue reserves in accordance with
our revenue recognition policy as outlined in the section titled "Critical Accounting Policies and Estimates". The decrease in
license revenues relative to the same period in the prior year primarily resulted from a $19.3 million decline in license fee



royalties from SAP as a result of the general decline of the demand for emarketplace solutions; a significant slowdown in
technology spending coupled with the continued general economic downturn; the continued intense competition in the
market for supplier relationship management ("SRM") applications; and the nascence of our flagship product, the Commerce
One Conductor platform, which was first introduced for general availability in March 2003; all of which resulted in fewer
customer orders and lower average selling prices. Revenues recorded as royalty payments from SAP previously have
represented a substantial portion of our revenues but have declined substantially over time. Royalty payments from SAP
constituted approximately $0.4 million of our license revenue for the nine months ended September 30, 2003, compared to
approximately $19.5 million for the nine months ended September 30, 2002. We do not anticipate that we will generate
significant license revenues, if any, through transactions with SAP in the future.

Services Revenue

Services revenues decreased to approximately $22.2 million for the nine months ended September 30, 2003
compared to $61.9 million for the nine months ended September 30, 2002. This $39.7 million decrease in services revenues
primarily resulted from the downsizing of our Global Services division through reductions in force and divestitures, and a
decrease in revenues from maintenance services commensurate with the overall decline in license revenues. In addition, we
have experienced a reduction in the amounts received from various historical revenue-sharing arrangements with our
customers who operate electronic marketplaces due to a decline in the use of those marketplaces. For example, we are
engaged in a payment dispute with Covisint, from whom we have received significant revenue-sharing payments in the past,
and we do not expect to receive future revenues from Covisint, if any, until such dispute is resolved. In addition, as we have
shifted our focus from our prior supplier relationship management and marketplace-focused products, some of these
customers have reduced or cancelled support and maintenance services for such products, which has reduced our overall
support and maintenance revenues, and/or migrated to shorter-term payments, which affects the stability of those revenues.

Our headcount reductions, which were made to further enable us to focus on our core product offerings, took place
during 2001, 2002 and in each quarter of 2003. In January 2003, we divested to eScout LLC our CommerceOne.net division,
which previously offered hosting, software subscription services, transaction-based marketplace services and content-related
services. During the nine months ended September 30, 2003, we recognized a total of approximately $3.1 million in services
revenue from CommerceOne.net related services. As a result of this divestiture, we no longer expect to receive revenues from
transaction fees, content or subscription services. In addition, hosting revenue has declined substantially and will be limited
solely to the recognition of revenue that previously had been deferred. We expect that services revenues will decline further
in the short term primarily as a result of the decrease in the number of employees in our professional service division. In
addition, our new Commerce One Conductor platform product was released for general availability in March 2003, and we
do not expect it to generate significant services engagements or maintenance revenues until and unless the product is more
broadly used by our customers.

We recognized $3.1 million in services revenues from SAP for the nine months ended September 30, 2003,
compared to approximately $12.0 million of services revenue for the nine months ended September 30, 2002. We continue
to provide support services through SAP related to our joint solutions through December 31, 2003 for a fixed fee of $500,000
per quarter. Due to the expiration of our Strategic Alliance Agreement with SAP in September 2003, this fee arrangement
will terminate on December 31, 2003 and we do not expect to receive any further services revenue from SAP after 2003.

Cost of Revenues

Cost of revenues, consisting of cost of services and cost of licenses, was approximately $28.0 million for the nine
months ended September 30, 2003 compared to $213.4 million for the nine months ended September 30, 2002.

During the quarter ended September 30, 2003, we identified indicators of possible impairment relating to the
Technology Agreement with Covisint. The primary impairment indicator was the recent dispute and related negotiation with
Covisint regarding Covisint’s revenue share payment obligations to Commerce One. Because the projected undiscounted
cash flows were below the current carrying value of the intangible asset, an impairment existed and we therefore performed a
discounted cash flow analysis to value the asset. Based upon this analysis, we believe that the value of the Technology
Agreement with Covisint is approximately $6 million. As a result, in the quarter ended September 30, 2003, we recorded an
impairment charge of $8.4 million related to our Technology Agreement with Covisint. The presence of indicators of
impairment in future periods may result in further impairment of our intangible assets.

Cost of license fees for the nine months ended September 30, 2003 was $9.7 million compared to $156.9 million for
the nine months ended September 30, 2002. Costs related to the Technology Agreement were $9.9 million and $154.7
million for the nine months ended September 30, 2003 and 2002, respectively. Included in the cost of license fees for the



nine months ended September 30, 2003 was approximately $8.4 million relating to an impairment of the Technology
Agreement intangible asset recognized in the third quarter. The overall significant decrease was due to a $145.8 million
charge related to the impairment of the Technology Agreement intangible asset during the nine months ended March 31,
2002.

Cost of services was $18.3 million compared to $56.6 million for the nine months ended September 30, 2003 and
2002, respectively. The $38.3 million decrease in cost of services resulted primarily from the divestiture and closure of a
number of service operations (including consulting, technical support and CommerceOne.net operations) no longer directly
related to our core product offering. These divestitures and closures occurred in the fourth quarter of 2001, the first quarter of
2002 and the first quarter of 2003. The number of employees engaged in professional service activity decreased to
approximately 71 at September 30, 2003 from approximately 280 at September 30, 2002. Consistent with the decrease in the
size of our professional services organization, we expect a decline in professional services costs through the fourth quarter of
2003.

Sales and Marketing Expenses

Sales and marketing expenses were approximately $17.2 million and $68.3 million for the nine months ended
September 30, 2003 and 2002, respectively. The $51.1 million decrease between 2002 and 2003 was primarily attributable to
$23.6 million in savings from a decrease in the average number of sales and marketing personnel during the year, a decrease
in marketing-related activity, a $2.1 million decrease in commissions paid as a result of the decline in overall revenue, and a
$7.0 million decrease in depreciation due to the impairment of fixed assets recorded at the end of 2002. The number of
employees engaged in sales and marketing decreased to approximately 43 at September 30, 2003 from approximately 220 at
September 30, 2002 as a result of our corporate restructuring efforts. We expect that sales and marketing expenses will
decline through the fourth quarter of 2003.

Product Development Expenses

Product development expenses were approximately $23.7 million and $62.3 million for the nine months ended
September 30, 2003 and 2002, respectively. During the quarter ended September 30, 2003, these expenses related primarily
to the development of our new Commerce One Conductor platform product, which was released in general availability form
in March 2003, and certain expenses pertaining to ongoing development of our SRM applications. The $38.6 million
decrease in product development expenses between the first quarters of 2003 and 2002 was primarily attributable to $33.3
million in savings from the decrease in personnel as well as $2.6 million in lower subcontractor-related expenses to support
development of our products. The number of employees engaged in product development decreased to approximately 88 at
September 30, 2003 from approximately 430 at September 30, 2002. We expect total product development expenses to
decrease in the last quarter of 2003 due to our reductions in force.

General and Administrative Expenses

General and administrative expenses were approximately $7.6 million and $22.7 million for the nine months ended
September 30, 2003 and 2002, respectively. The $15.1 million decrease resulted primarily from $10.4 million in savings from
the decrease in the average number of general and administrative personnel employed during the period. The number of
employees engaged in general and administrative functions decreased to approximately 21 at September 30, 2003 from
approximately 130 at September 30, 2002. We expect general and administrative expenses will decrease over the remainder
0f 2003 due primarily to the decrease in the average number of employees in this area as a result of our restructuring efforts.

Stock Compensation

Stock compensation totaled approximately $3.4 million and $7.2 million in the nine months ended September 30,
2003 and 2002, respectively. The decrease was primarily related to cancellation of employee stock options as employees have
terminated their employment with Commerce One. In September 2003, the Board of Directors approved the acceleration of
vesting of certain "out-of-the-money" employee stock options related to the prior acquisitions of Exterprise, Mergent and
AppNet. This accelerated vesting created a one-time $1.0 million charge in stock compensation expense during the quarter
incremental to the third quarter amortization charge of $0.6 million. As a result of the full vesting of these stock options, we
do not expect to incur any future additional charge to stock compensation expense for deferred compensation related to these
prior acquisitions. The expense related to a restricted stock grant made to our employees in May 2001 was amortized over a
two-year vesting period and was fully vested by May 2003.

Restructuring Charges



For the nine months ended September 30, 2003, we incurred approximately $5.6 million in net restructuring charges.
Restructuring charges totaled approximately $19.3 offset by approximately $13.7 million, primarily as a result of the real
estate lease settlement agreements reached in the second quarter. (See section above entitled "Real Estate Obligations" in
"Management’s Discussion and Analysis of Financial Condition and Results of Operation" in this Quarterly Report on Form
10-Q for more information on our real estate lease settlement agreements.) The restructuring costs in the nine months ended
September 30, 2003 resulted primarily from employee related expenses such as severance pay and benefits as the company
reduced it overall headcount from approximately 779 employees at December 31, 2002 to approximately 236 as of
September 30, 2003. In addition, during the nine months ended September 30, 2003 we incurred lease related restructuring
charges in the amount of approximately $5.2 million, including the sublease of the property in Pleasanton, California
currently being used as our corporate headquarters. This will be effective in January 2004, however the difference between
the sublease income and the contractual rent obligation was accrued in the quarter ended June 30, 2003. The restructuring
activity focused on further reduction of our operating expenses as the company focused its resources on our core product
initiatives. We anticipate that substantially all remaining payments to terminated employees accrued as restructuring costs
will be paid during the fourth quarter of 2003.

As of September 30, 2003, as a result of restructurings in 2001, 2002 and the first and second quarter of 2003, we
have an accrued liability recorded of $5.6 million for estimated future costs related to past restructurings.

In October 2003, we announced further plans to reduce our overall employee population to approximately 116
employees. We anticipate that the restructuring costs resulting from this October plan will be approximately $3.4 million and
will be incurred in the fourth quarter of 2003.

Changes in the actual or estimated charges, such as the actual amount of future lease cancellation costs or
termination payments to employees, will have an impact on the Company’s future results of operations. For example, if these
costs are higher than estimated, we will incur further restructuring expenses which will decrease our results of operations and
may decrease our cash position. We may also incur additional future restructuring charges in 2003 related to our previously
announced plans or other activities.

While these actions are intended to focus the Company on its core strengths and the headcount reductions are
targeted in areas with an attempt to minimize the impact to our customers, the impact to the business will be felt across the
organization with a general decrease in capabilities and response times. The overall decrease in capabilities and response
times may include delayed release schedules for new products, a decline in product quality in new releases, slower response
times to customer requests, fewer sales opportunities identified and closed, and slower or delayed implementation or
customization engagements.

For more information regarding our restructuring, see Note 5 to our Condensed Consolidated Financial Statements
contained in this Form 10-Q.

Amortization of Intangible Assets

Amortization of intangible assets was $0.5 million for the nine months ended September 30, 2003 compared to $9.0
million for the nine months ended September 30, 2002. The decrease is due to the impairment of intangible assets recorded
during the year ended December 31, 2002. We expect the amortization charges to remain approximately the same through
2005 absent any further intangible impairments or acquisitions of intangibles.

Interest Income and Other, Net

Interest income and other, net, decreased to $3.5 million for the nine months ended September 30, 2003 compared to
$4.1 million for the nine months ended September 30, 2002. The decrease was primarily attributable to a lower average cash
and investment balance in 2003 compared to 2002, along with the general decline in average interest rates. Included in
interest income and other, net during the nine months ended September 30, 2003 was $0.6 million recognized due to the sale
of a small non-core business to Computer Horizons Corporation during the quarter and a $0.3 million gain on the proceeds of
a note, previously written off, related to a prior disposition of one Connective Commerce LLC, one of our former services
divisions.

Other Expense Related Item

During the quarters ended March 31 and June 30, 2003, we recognized too much rent expense due to a clerical error.



The aggregate amount of these errors was approximately $0.9 million. We adjusted this error by reversing the over-expensed
amount of $0.9 million in the quarter ended September 30, 2003.

RISK FACTORS

If we are not able to raise additional capital, we encounter larger than anticipated expenses, or our revenues do not
increase significantly, our cash position may not be sufficient to sustain our business operations through 2003 and will
not be sufficient to sustain our business into 2004.

As of September 30, 2003, we had approximately $15.1 million in cash and cash equivalents, restricted cash and
investments. Of this amount, $11.9 million represented unrestricted cash and short-term investments that we can use to fund
operations. Because our business operations currently use more cash than is generated, the cash used each quarter
substantially reduces the cash available to fund our continuing operations and future capital requirements. Although we
expect that our cash outflows will decrease as a result of our reductions in force and our continuing expense reduction efforts,
we continue to have significant negative cash flows from operations.

In October 2003, we announced that our license revenues for the quarter ended September 30, 2003 were
approximately 70% less than our initial forecasts. In response to this revenue shortfall, we have taken additional steps to
reduce our operational expenses, including further reductions in force and employee furloughs. We believe that these actions,
along with our planned cash collections and other expected cash inflows, will allow us to fund our operations through 2003.
However, if we encounter unexpected expenses (such as greater than anticipated expenses associated with our employee
reductions in the U.S. or internationally), we do not receive our expected cash collections or other cash inflows, we do not
settle our payment dispute with Covisint or our revenues do not meet our expectations, we may not have sufficient funds to
sustain our operations through the 2003 calendar year. In addition, we cannot assure you that we will have available cash
resources to continue our operations beyond the end of 2003.

We expect that we will need at least an additional $15 million to finance our operations for the twelve months
following this quarterly report. As a result, we will need to significantly increase our revenues and /or raise additional capital
to meet our liquidity and capital needs in 2004 and beyond. We may seek to raise such additional capital through, among
other things, potential asset sales, additional equity or debt financings, the settlement of our outstanding payment dispute with
Covisint, or some combination of these. In October 2003, the Company announced that it is evaluating various avenues for
raising additional capital and other strategic alternatives, which may include the possible sale of some or all of the
Company’s business, and that we have retained investment bank Broadview International LLC to assist in exploring the
Company's strategic alternatives. The current unfavorable market for equity or debt financing makes it increasingly difficult
to raise additional funding. In addition, the rights of our Series B Preferred Stock holder, BayStar, may discourage other
potential investors and diminish our ability to obtain additional financing. If our revenues do not increase substantially, we
are unable to obtain additional financing, we do not receive our expected cash collections or other cash inflows, we do not
settle our payment dispute with Covisint, or we encounter expenses or cash outlays that are larger than expected, our
remaining cash reserves will not be sufficient to sustain our operations into 2004. If we do not have sufficient cash to fund
our current operations, we will need to pursue other alternatives such as the sale of some or all of our assets, dramatically
reducing or discontinuing some or all of our operations or filing for bankruptcy protection. If we do file for bankruptcy
protection, there can be no assurance that we can effectively reorganize the Company under Chapter 11 of the Bankruptcy
Code or that we would be able to earn sufficient proceeds from a liquidation of the Company under Chapter 7 of the
Bankruptcy Code to pay all of our creditors or provide any proceeds to our stockholders.

We may not be able to fund our ongoing operations by selling corporate assets.

In October 2003, we announced that we were evaluating various options for raising additional capital, including the
possible sale of some or all of the Company’s business operations. Toward that end, we have retained investment bank
Broadview International LLC to assist in exploring the Company’s strategic alternatives. However, there are significant
uncertainties surrounding our ability to raise money by selling corporate assets. For example, selling some or all of our
business could be a lengthy process, and we may not have sufficient cash to sustain our operations long enough to
consummate a sale. An asset sale may also require shareholder approval, which may delay the process and which might not
be granted. Even if we are able to obtain any necessary shareholder approval and close a sale quickly enough to sustain our
ongoing operations, we cannot assure you that we will be able to obtain a sufficient cash payment from such sale(s) to sustain
our operations on an ongoing basis. For example, we have in the past licensed source code to some of our customers of our
products, primarily our Supplier Relationship Management products, on a limited basis. While these license agreements
provide for limited use of such code and have provided us with short-term revenue, such licenses may diminish the potential
value of such products in a potential asset sale. If it becomes necessary to raise money through the sale of corporate assets,



and we cannot do so quickly enough or obtain any required shareholder approval and/or cannot obtain sufficient funds as a
result of such sales, our continued viability could be severely damaged.

Our limited operating history and a history of losses may limit our ability to raise additional capital, sell our
products and services and fund continued operations.

We have not been profitable in our recent history and as of September 30, 2003, we had an accumulated deficit of
$3.7 billion. We will need to generate significant additional revenues to avoid losses in the future. If we do not decrease our
losses in the future, our business may suffer in a number of ways, including increased difficulties in obtaining additional
capital, selling our products and services (since nearly all customers require future support) and funding our continued
operations.

Our continued viability largely depends upon the success of our new Commerce One Conductor platform.

As our business model has moved toward enterprise software solutions (i.e., sales to companies for their own
internal use) and away from our historical focus on electronic marketplaces, we have developed a new composite application
platform, called Commerce One Conductor. The Commerce One Conductor platform was released for general availability in
March of 2003. The Commerce One Conductor platform and related solutions are the primary focus of Commerce One’s
development and sales efforts, and our continued viability as a company depends upon our ability to release and deliver the
products in a timely fashion and to establish a market for this relatively new category of products which may be perceived to
depart from Commerce One’s historical focus. Given the ongoing downturn in enterprise technology spending, the
complexity and youth of our new technology, and the intense competition among enterprise software providers, our ability to
generate a significant and sustainable market demand for our new solutions is uncertain. We also face concern from existing
and potential customers as to our ongoing viability and our ability to provide long-term product support, which further
inhibits our ability to sell our products. During 2003, revenues from sales of the Commerce One Conductor platform thus far
have represented a relatively small percentage of our license revenues, and we have continued to experience long sales
cycles. In addition, we announced that our license revenues for the quarter ended September 30, 2003 were approximately
70% less than our initial forecasts, largely due to lower than anticipated sales of the Commerce One Conductor platform. If
we do not sell a significant number of licenses for our new Commerce One Conductor platform in the future, our revenues,
and hence our business, will be significantly harmed.

In addition, we depend on strategic relationships with certain technology providers for important functionality in our
Commerce One Conductor platform. Some of these technology providers are relatively new and have limited operating
histories. While our agreements with these providers contain various provisions protecting Commerce One’s interests, there
can be no guarantee that this technology will remain available to us on reasonable terms, if at all, in the long term. If we
cannot maintain these relationships on reasonable terms, it may be difficult or costly to replace such technology, and our
revenues and hence our business may be harmed.

The current downturn in general economic conditions and current global unrest may decrease our revenues.

The current downturn and uncertainty in global economic and market conditions have decreased and may continue
to decrease demand for our products and services. If the current economic downturn continues or worsens, our business,
financial condition and results of operations could be seriously harmed. In addition, the September 11, 2001 terrorist attacks
in the United States, the subsequent U.S. military operations abroad, and potential future related events may adversely affect
our business. Primarily as a result of economic conditions, spending on enterprise software has been dramatically reduced
across industries. As a result, we have experienced decreased demand and may continue to experience decreased demand for
our products and services. In addition, the economic downturn has made it increasingly difficult for companies, in particular
technology companies, to raise capital. If general economic conditions do not improve, we may not be able sufficiently
increase revenues or raise capital to continue operations, regardless of our operating expense reductions and the introduction
of new products.

Our financial condition will be harmed if revenues continue to be volatile and fall below our expectations.

Our revenues and operating results are difficult to forecast and may fluctuate substantially from quarter to quarter
due to a number of factors, including the following:

e the demand for and the price that customers are willing to pay for our new and unproven products and related
services are difficult to predict;



e our sales cycle is relatively long, sometimes six months or longer, and may result from delays associated with
our customers’ budgeting and approval process that are difficult to predict;

e customers may unexpectedly postpone or cancel purchases of our products and services;

e a significant portion of our revenues has in the past been derived from a small number of license sales that
typically are completed during the last few weeks of the quarter;

e the size of licensing transactions can vary significantly; and

e we have a limited operating history from which to predict our revenues and operating expenses.

If our revenues continue to fall below our expectations, our business operating results and financial condition will be
harmed significantly.

Our restructuring initiatives and divestitures may not reduce our operating expenses sufficiently and could result
in business distractions or negative market perception that reduce our ability to close revenue transactions.

We implemented restructuring plans throughout 2002 and 2003. The primary objectives of our restructuring plans
have been to reduce our operating expenses and to focus on new products. We also implemented certain strategic initiatives
designed to strengthen our operations. These plans include without limitation, reductions in our workforce and facilities,
improved alignment of our organization around our core business objectives and realignment of our sales force, professional
services and general and administrative functions. Workforce reductions temporarily impact our remaining employees,
including those directly responsible for sales or services, which may affect their productivity and hence, our future revenues.
In addition, the failure to retain and effectively manage remaining employees could increase our costs and hurt our
development and sales efforts.

In addition, in early 2003, we divested certain services operations, including CommerceOne.net, our hosted services
offering, and we may engage in similar divestitures in the future. While we believe that such divestitures benefit us by
reducing overall costs and allowing us to focus on our core business objectives, such divestitures reduce overall revenue in
the short term. For example, during 2002, we recognized a total of $11.8 million from services provided by
CommerceOne.net. As a result of the divestiture of this division, we will no longer receive additional revenues from these
operations. Additionally, divestitures could cause disruption for our remaining and transitioning employees, reducing overall
productivity.

In addition, workforce reductions, strategy changes and divestitures can affect our ability to close revenue
transactions with our customers and prospects. For example, as we have shifted our focus to our new Commerce One
Conductor platform, we face concerns from current and potential customers of our Supplier Relationship Management
solutions about our ongoing support and maintenance of those products, which can hinder sales opportunities for such
products. Failure to achieve the desired results of our restructuring initiatives and divestitures could harm our business,
operating results and financial condition.

Sales of a substantial number of shares of our common stock by certain of our stockholders could cause the
market price of our common stock to decline and make it more difficult for us to raise financing.

A substantial percentage of our outstanding common stock is held by stockholders that are currently subject to
contractual provisions that restrict their ability to sell all or a portion of their shares of our common stock. These stockholders
are SAP AG, which beneficially owns approximately 20% of our outstanding common stock, and Ford Motor Company and
General Motors Corporation, which each own 1,440,000 shares of our common stock, or approximately 4.9% of our
outstanding common stock. The contractual restrictions on the ability of Ford and General Motors to sell their shares will
terminate on December 8, 2003. The contractual restrictions on SAP’s ability to sell its shares generally prohibit SAP from
transferring more than 50% of its shares prior to June 28, 2004, and any transfers it may make are subject to certain
limitations on open market sales and transfers to persons who after the transfer will hold in excess of 10% of our voting
power. In addition, these stockholders possess certain registration rights that will, in certain circumstances, require us to
register these stockholders’ resale of their shares.

In July 2003, we issued 100,000 shares of Series B Preferred Stock to BayStar that are initially convertible into
approximately 4,297,748 shares of our common stock. The number of shares of common stock issuable upon conversion of



the Series B Preferred Stock may increase over time pursuant to the dividend payments. We also issued to BayStar warrants
to purchase an additional 2,209,945 shares of our common stock. We filed a registration statement with the SEC to register
the resale of the common stock issuable upon conversion and exercise of these securities. Once that registration statement is
declared effective by the SEC, BayStar may decide to convert some or all of the Series B Preferred into common stock, and
such common stock would be freely tradable in the public market. In addition, SAP has exercised its right to have 5,254,431
shares of our common stock included in this registration statement, which SAP could sell subject to the contractual
limitations described above. As a result, these stockholders may be able to sell a significant number of shares of our common
stock on the open market in a short period of time. These sales, or the perception that these sales may occur, could cause the
market price of our common stock to decline and could make it more difficult for us to raise equity financing in the future.

If we breach certain commitments we have made to BayStar in connection with their purchase of Series B
Preferred Stock, or upon a change of control, we may be required to redeem the Series B Preferred Stock they have
purchased which we may not have the cash or liquidity to do.

If we do not timely convert shares of Series B Preferred Stock into common stock when requested, timely file and
have declared effective the registration statement on Form S-3 filed on August 22, 2003 covering the resale of the common
stock underlying the Series B Preferred Stock, maintain the listing of our common stock on the Nasdaq National Market or
the Nasdaq SmallCap Market or if we consummate a change of control (including a merger, acquisition or sale of all or
substantially all of our assets), then BayStar may be able to require us to redeem all of the Series B Preferred Stock at a
redemption price equal to the greater of 120% of the original purchase price plus any accrued and unpaid dividends or the
value of the Series B Preferred Stock on an as converted to common stock basis based on the closing bid price of our
common stock on the day prior to the default or change of control. In October 2003, we announced that we are evaluating
various avenues for raising additional capital and other strategic alternatives, which may include the possible sale of some or
all of the company’s business, and that we have retained investment bank Broadview International LLC to assist in exploring
our strategic alternatives. If such a sale constitutes a change of control, BayStar may choose to require us to redeem its
shares at a premium as described above. In addition, many of the events that could require us to redeem the Series B
Preferred Stock are not entirely within our control. If we do not have the cash to redeem the Series B Preferred Stock and are
required to do so, we will have to raise additional capital that may not be available upon terms acceptable to us, or at all. If
we cannot raise sufficient cash to redeem the Series B Preferred Stock in such case, then we may default in our obligations to
BayStar.

If we ever liquidate the company, outstanding shares of Series B Preferred Stock will receive a liquidation
preference over our common stock and, if proceeds are not sufficient to pay the entire liquidation preference, holders of
common stock may not receive anything.

If we ever liquidate the company, the outstanding shares of Series B Preferred Stock will receive a liquidation
preference over our common stock. The Series B Preferred Stock liquidation preference per share is equal to the greater of
the initial purchase price plus any accrued and unpaid dividends (or an aggregate of $10 million plus any accrued and unpaid
dividends based on the current outstanding shares of Series B Preferred Stock) or the value of the Series B Preferred Stock on
an as converted to common stock basis based on the closing bid price of our common stock on the day prior to the liquidation
plus any accrued and unpaid dividends. The liquidation preference reduces the amount of proceeds available to the holders of
our common stock in a liquidation of the company’s assets and, if the proceeds are not sufficient to pay the entire liquidation
preference, there may not be any proceeds available for the holders of common stock following such liquidation.

Managing operations in a changing environment and transitioning to new independent accountants could strain
our management and cause our operations to suffer.

Our ability to successfully offer products and services and implement our business plan in a rapidly evolving market
requires an effective planning and management process. In 1999 and 2000, we experienced significant growth in our
workforce and expenditures, followed by a significant decline in 2001, 2002 and the first nine months of 2003. These
changes place a strain on our managerial resources and make planning more difficult. In addition, in October of 2003 our
certifying accountant Ernst & Young LLP informed us that it intends to resign as our independent accountant following the
completion of its review of this Form 10-Q. Engaging a new independent accountant to audit our financial statements and
transitioning our financial records to a new independent account may require substantial board and management time and
attention. While we manage these rapid changes, we must also compete effectively and manage our operations by
maintaining and enhancing our financial and accounting systems and controls, integrating new and existing personnel and
managing operations with fewer personnel. If we cannot effectively manage and plan in this rapidly changing environment,
our operations will suffer.



If we are not able to engage new independent auditors in time for our year-end audit, we will not be able to
provide our stockholders with audited financial statements which could have a material adverse impact on our stock price.

Ernst & Young has informed us that it intends to resign as our independent accountant following the completion of
its review of this Form 10-Q. We have not yet identified and engaged new independent auditors. If we are not able to engage
new independent auditors in time for our year-end audit, we will not be able to provide our stockholders with audited
financials for the fiscal year ended December 31, 2003. If we are not able to provide these audited financials, our
stockholders may not have confidence in the financials we produce, we will be in violation of the requirements of the
Securities and Exchange Act of 1934, as amended, and the listing requirements of the Nasdaq National Market and,
ultimately, our stock price may decline substantially as a result.

Our real estate settlements could be jeopardized if we seek bankruptcy protection, or if we are forced into an
involuntary bankruptcy proceeding by creditors.

We have entered into a number of real estate settlement agreements pursuant to which we paid cash and stock to
reduce our long-term lease obligations. All of those agreements contain provisions that invalidate the settlements in the event
we seek bankruptcy protection and/or are involuntarily forced into a bankruptcy proceeding within a period of time after the
agreements were signed or payments were made. This period is generally 90 days after signing the agreements, but in some
agreements in which future payments are required, the potential invalidation period continues until those future payments are
made. In those situations, our pre-settlement lease obligations would remain in effect and Commerce One would be entitled
to recover or receive credit for the consideration it paid for the settlement(s) at issue. If some or all of our real estate
settlements were to become ineffective by virtue of a bankruptcy proceeding, our ability to emerge from bankruptcy and
continue as a viable enterprise could be severely damaged.

We may experience difficulty collecting on our accounts due to the nature of some of our customers.

Some of our customers are small emerging growth companies with limited credit operating histories that are
operating at a loss and have limited access to capital. With the significant downturn in the economy and uncertainty relating
to the prospects for near-term economic growth, some of these customers represent a credit risk. In addition, a small number
of our customers historically have accounted for a significant amount of our accounts receivable. At September 30, 2003,
two customers, Exostar and Covisint, accounted for 10% and 34% of our net accounts receivable balance. We have brought a
collections action against one of these customers, Covisint, seeking payment of amounts approximating $6 million by the end
0f 2003. If our customers experience financial difficulties, or if we are unsuccessful in our arbitration against Covisint, we
may have difficulty collecting on our accounts receivable and our cash position would suffer materially.

Our executive officers and certain key personnel are critical to our business and if one or more of these officers
and key personnel leave us, we may not be able to compete effectively and meet our operating goals.

Our future success depends upon the continued service of our executive officers and other key personnel, and none
of these individuals is bound by an employment agreement for any specific term. In addition, our ability to retain key
personnel could be impacted by our various cost-cutting measures and continued workforce reductions. Any of these officers
or employees may leave our organization in the future. In particular, the services of Mark Hoffman, our Chairman of the
Board, Chief Executive Officer and President would be difficult to replace. If we lose the services of one or more of our
executive officers or key employees, or if one or more of them decides to join a competitor or otherwise compete directly or
indirectly with us, our business, operating results and financial condition may be seriously harmed.

If we are not able to retain essential personnel, we may not be able to meet our operational goals.

Our future performance depends on the continued service of certain key employees. Our ability to retain key
employees is becoming more difficult given the decline in our business, the drop in our stock price, our prolonged and
ongoing cost-cutting measures, and overall employee concerns about our ongoing viability. This is of particular concern in
our Engineering group, where a relatively small number of employees have control over, and knowledge of, our source code
and product information. To the extent we replace any employees who resign, those new hires may require extensive training
before they achieve effective levels of productivity. If we fail to retain our key employees or to attract other highly qualified
personnel, our business will suffer.



Our significant reductions in our professional services group may hinder our ability to sell our products and may
cause us to depend more heavily upon creating relationships with third-party systems integrators to support our new
solutions.

Our success depends upon the acceptance and successful implementation and integration by our customers of our
products. We have implemented reductions in our workforce in 2001, 2002 and in each quarter of 2003, which included
significant reductions in our professional services headcount. While we believe that these actions were necessary in order to
reduce operating expenses and to realign our organization to focus on our core products, these reductions may be perceived
negatively by potential customers who require integration services in connection with the purchase of a product license and
may therefore hinder our ability to sell our products. As a result of these downsizings, and/or due to existing relationships
between our customers and third party systems integrators, our current and potential customers often rely on third-party
systems integrators such as Accenture, EDS, Computer Sciences Corporation, PricewaterhouseCoopers LLP and others to
develop, deploy and manage their composite management platforms and solutions. We, and our customers, will need to
continue to rely on these systems integrators, particularly in light of the recent downsizings of our Global Services division,
which competes with these systems integrators to some extent. Thus far, systems integrators are largely unfamiliar with our
Commerce One Conductor platform, as it is a new product that was released in March 2003. If we are unable to generate
support of our new solutions, particularly our Commerce One Conductor platform, from large systems integrators or if any of
our customers or suppliers are not able to successfully integrate our solutions, our business, operating results and financial
condition could suffer.

In addition, we cannot control the level and quality of service provided by our current and future third-party
integrators. While our agreements with those integrators normally include provisions designed to ensure quality, those
provisions are often difficult to enforce and cannot guarantee acceptable quality in all cases. If our customers experience
quality problems arising from installation of our software by these third parties, we may experience negative customer
reactions, adverse publicity, or even legal claims. If such problems are significant, our reputation, financial condition and
ultimately our business may be harmed.

Our services revenue and operating results will suffer if we are not able to maintain our prices and utilization
rates for our professional services, as well as our pricing for our support and maintenance services.

The rates we are able to charge for our professional services and the utilization, or chargeability, of our professional
services organization are a large component of our overall gross margin, and therefore our operating results. Accordingly, if
we are not able to maintain the rates we charge for our professional services or an appropriate utilization rate for our
professionals, we will not be able to sustain our gross margin and our operating results will suffer. When we introduced our
new Commerce One Conductor platform, we entered into arrangements with a limited number of "early adopter" customers
(customers who agreed to use the beta form of the product) where certain of our services are offered without charge or at
significantly reduced fees, reducing our overall gross margins. If we are unable to replace those limited offerings with
substantial services projects at our normal rates, then our services revenues, utilization rates and gross margins from services
will suffer. The rates we are able to charge for our professional services are affected by a number of factors, including our
customers’ perceptions of our ability to add value through our professional services, competition, the introduction of new
services or products by us or our competitors, the pricing policies of our competitors and general economic conditions. Our
utilization rates are also affected by a number of factors, including seasonal trends, primarily as a result of our hiring cycle
and holiday and summer vacations, our ability to transition employees from completed projects to new engagements, our
ability to forecast demand for our professional services and thereby maintain an appropriate headcount, and our ability to
manage attrition. If we are unable to maintain our prices and utilization rates for our professional services, our margins and
our operating results will be harmed.

We also have licensed source code to certain customers for some of our products for limited purposes. Although
those source code license sales have generated short-term revenue, in the longer term they will reduce our services revenue
stream because those customers have less need for customer support or professional services. If, over the long term, we
cannot generate enough license sales to offset this lost services revenue, our business will suffer.

In addition, maintenance and support services represent a significant component of our services revenues. As we
have shifted our focus from our prior supplier relationship management and marketsite-focused products, certain of our
maintenance and support customers have reduced, cancelled or otherwise renegotiated terms for the provision of our support
and maintenance services for such products. As a result, some of these customers have reduced these services, which has
reduced our overall support and maintenance revenues, and/or migrated to shorter-term payments, which affects the stability
of those revenues. If we are unable to replace this revenue with support and maintenance revenue from our Commerce One



Conductor platform product on our standard maintenance payment terms, our services revenue and operating results may
suffer.

Our strategy of outsourcing development and maintenance of certain products to an offshore partner may not
achieve the desired cost reductions or other expected results and could reduce the quality of our products or increase the
chance of infringement of our intellectual property rights.

In the course of restructuring initiatives during 2002 and in early 2003, we reduced our engineering headcount
significantly. In early 2003, we entered into an outsourcing agreement with Satyam Computer Services Limited, a software
development firm located in India, to perform product development work for certain of our software applications. Although
we have significantly scaled back our product development efforts, we may continue to use Satyam occasionally in the
future.

While we have implemented various quality control measures in our outsourcing agreement with Satyam, we cannot
guarantee the level and quality of service it will provide. If Satyam does not provide the expected results, our customers may
experience quality problems and we may experience negative customer reaction, adverse publicity, or even legal claims. If
such problems are significant, our reputation, financial condition and ultimately our business may be harmed.

Additionally, providing broad access to our software code and related intellectual property to an offshore entity
increases the opportunity for infringement of the patent, trademark, copyright and trade secret rights in our software products.
This is particularly true as a significant portion of the development work is performed in India, where intellectual property
protections differ from those in the United States and may be difficult to enforce. If our intellectual property rights are
infringed, we may need to engage in costly litigation efforts to enforce such rights. As a result, our financial condition and
business may be substantially harmed.

Our stock could be de-listed by the Nasdaq Stock Market’s National Market, which could cause a decline in our
stock price, hinder our stockholders’ ability to trade their shares and undermine our ability to raise capital.

Our stock price has fallen substantially during the past twenty-four months and traded below one dollar per share for
a number of consecutive days during 2002. On September 16, 2002, we implemented a one-for-ten reverse split of our issued
and outstanding shares of common stock. The reverse split was effective on September 16, 2002 and our common stock
closed the following day at $2.37 per share. Subsequent to the reverse split, our stock price has experienced volatility and at
times has traded below the level at which it traded immediately following the reverse split. It is possible that our stock price
will continue to decline and/or trade below one dollar per share in the future. If our stock were to trade below one dollar for
thirty consecutive trading days, and did not trade at or above one dollar per share for ten consecutive trading days during the
following 180 calendar days, our stock could be de-listed by the Nasdaq Stock Market’s National Market ("Nasdaq"). In
addition, we may be de-listed if we do not maintain the other minimum continued listing requirements of Nasdaq including
if, for example, we do not maintain stockholders equity of at least $10 million or in the alternative, maintain the minimum
market value of our securities listed on Nasdaq. De-listing could make our stock more difficult to trade, reduce its trading
volume, and further depress our stock price. De-listing also could weaken our ability to secure financing in the capital
markets, which could materially impact our business operations and financial condition. In addition, if we implement another
reverse split, the volatility of our stock could increase significantly because a second reverse split would severely reduce the
number of our shares in the market and magnify the effect of large sales or purchases of our stock.

If we are unable to increase revenues generated from license fees, our gross margins will decline.

In most cases, our license revenues have a higher gross margin percent than our services revenues. Our services
revenues represented a significant percentage of total revenues in 2002, representing 73% of total revenues for the year, and
represented approximately 82% of total revenue for the nine months ended September 30, 2003. To the extent that services
revenues continue to increase as a percentage of our total revenues, our overall gross margin will continue to decline. If we
are not successful in increasing revenues from license fees, or we are not successful in increasing the gross margin of our
services fees, our overall gross margins will suffer. For example, we have expected that most of our license revenues in 2003
would be derived from the sale of our new Commerce One Conductor platform, which was released for general availability in
March of 2003 and remains largely untested in the market. Thus far, we have not generated significant license fees from the
sale of the Conductor product. For example, we announced in October 2003 that our expected license revenues for the third
quarter were 70% lower than we had previously forecasted in July 2003. If we are not able to generate significant license
fees from our new solutions, our gross margins will suffer. Our expenses related to the cost of licenses sold are relatively
fixed in the near term, and if our license revenues continue to decline any further, such a decline would have a
disproportionately adverse impact on our gross margins reported in the near term.



Our industry is highly competitive and has low barriers to entry, and we cannot assure you that we will be able to
compete effectively.

Because the market for composite process management and web services solutions is extremely competitive, we
may suffer a loss of business and a reduction in the prices we can charge for our products and services. We have experienced
competitive price pressure over the last year and the average license fee for our products has decreased substantially over
time due to the economic downturn and the shift of our focus to the highly competitive market of enterprise software
applications. We expect competition to intensify as current competitors expand their product offerings and new competitors
enter the market. There are relatively low barriers to entry in the composite process management market, and competition
from other established and emerging companies may develop in the future. In addition, our customers and partners may
become competitors in the future. Increased competition is likely to result in price reductions, lower average sales prices,
reduced margins, longer sales cycles and a decrease or loss of our market share, any of which could harm our business,
operating results or financial condition. Our competitors include webMethods, Inc., BEA, See Beyond, and other enterprise
application integration (EAI) vendors, as well as other companies with web services offerings such as IBM, Microsoft, SAP
AG, and Oracle Corporation, among others. Our Global Services division competes against many consulting companies,
including many of our integration partners. Certain of these competitors jointly offer composite process management and
web services solutions to potential customers. These joint efforts could intensify the competitive pressure in our market.
Many of our competitors, and new potential competitors may have a longer operating history, larger technical staffs, larger
customer bases, more established distribution channels and customer relationships, greater brand recognition and greater
financial, marketing and other resources than we have. In addition, competitors may be able to develop products and services
that are superior to our products and services, that achieve greater customer acceptance or that have significantly improved
functionality as compared to our existing and future products and services. The solutions offered by competitors may be
perceived by buyers and suppliers as superior to ours.

We expect little or no future revenues from our relationship with SAP. If we do not significantly increase our
revenue from new and other existing customers, our operating results will be significantly harmed in the future.

In 2000, we entered into a strategic alliance agreement with SAP to jointly develop, market and sell e-commerce
software products. A substantial portion of our license revenues in 2000, 2001 and 2002 were derived from this relationship,
but such revenues have decreased significantly as our relationship has changed over time. In 2002, $19.7 million of our
$28.6 million in license revenues and $6.5 million of our $76.9 million in service revenues came from SAP. In addition, SAP
played an important role in selling our products to SAP’s relatively large installed customer base. As a result of changes in
our relationship with SAP, and changes in the marketplace, we do not expect to generate significant revenues, if any, from
SAP in 2003 or thereafter. We derived $0.9 million in total revenues from SAP in the quarter ended September 30, 2003
compared to $8.2 million in total revenues from SAP in the quarter ended September 30, 2002. The Strategic Alliance
Agreement expired at the end of September 2003 and, although certain rights of the parties (including without limitation
certain distribution and royalty sharing rights) continue past expiration, we do not expect that we will receive any other
benefits from our relationship with SAP in the future. If we do not increase our revenue from new and other existing
customers, our operating results will be significantly harmed in the remainder of 2003 and the future.

Our revenues may not grow if we cannot resell our products through strategic relationships.

We have established limited strategic relationships with companies that resell and distribute our products to our
customers, primarily in international locations. This strategy is unproven and, to date, some of our partners have been
unsuccessful in reselling our products. Unless we are able to sell more of our products through resellers, our revenues and our
business will continue to suffer.

The costs of our prior acquisitions may exceed the benefits derived from them.

As part of our business strategy, we have made several acquisitions of businesses that in our judgment offered
complementary products, services and technologies. However, those acquisitions have not always provided the expected
financial benefits. For example, in 2001 and 2002, we engaged in divestures of certain business units acquired in the AppNet
acquisition that were not integrated into our overall strategy of developing and implementing our core products. Our
acquisitions have been subject to the risks commonly encountered in acquisitions of businesses, including, among other
things, difficulty in integrating operations and personnel, and the difficulty in integrating technology and services into our
product and service offerings. Further, our acquisitions and investments in some cases have had negative financial
consequences. For example, in accordance with generally accepted accounting principles, we conduct an impairment analysis
of our intangible assets such as goodwill annually or whenever an event or change in circumstances occurs which would
indicate potential impairment. Our acquisitions typically have included a significant amount of goodwill. If we discover



significant impairment to the value of the goodwill as a result of any of these tests, we must record a corresponding non-cash
impairment charge against our earnings that could negatively affect our reported profitability and our stock price. We
recognized impairment related to the value of intangible assets acquired through acquisitions and investments in 2001 and
2002. These impairments have resulted in non-cash charges of $1,712.8 million in 2001 and $373.6 million in 2002. We may
recognize additional impairments in the future on the remaining intangible assets and investments.

In addition, companies acquired by us may not have audited financial statements, detailed financial statements or
any degree of internal controls. An audit subsequent to any successful completion of an acquisition may reveal matters of
significance, including issues regarding revenues, expenses, liabilities, contingent or otherwise, technology, products,
services or intellectual property. We may not be successful in overcoming these or any other significant risks and the failure
to do so could have a material adverse effect on our business, financial condition and results of operations.

Our efforts to reduce expenses by closing foreign operations have been hampered by employment laws in some of
those locations.

As part of our ongoing effort to manage our expenses and improve our financial condition, we have chosen to
reduce and/or cease operations in a number of foreign locations. While those reductions and closures may be advantageous
in the long run, the short-term costs have been significant in some of those locations due to restrictive employment laws and
the relatively high cost of severance payments. Given the high cost of scaling back our international operations, we cannot
assure you that we will ever realize the financial benefit of taking those steps, which have had, and may continue to have,
negative consequences on our near-term financial condition through at least the remainder of 2003.

Because our business remains partially international, we continue to face numerous obstacles in other countries
that increase our costs to do business.

A significant portion of our sales are made to customers in foreign countries. International business involves
inherent difficulties and costs that may affect us or adversely affect our business or results of operations, including:

e longer payment cycles and greater difficulty in accounts receivable collection;

e (difficulties in staffing and managing foreign offices as a result of, among other things, distance, language, costs
and cultural differences;

e the impact of recessions in economies outside the United States;

e the impact of different employment laws in other countries, including without limitation laws providing for
significant severance payments and benefits under certain circumstances;

e the global impact of armed or political conflicts;

e political instability;

e price controls or other restrictions on foreign currency;

e potentially harmful tax consequences, including withholding tax issues;

e fluctuating exchange and tariff rates;

e  difficulty in protecting intellectual property;

e difficulties in obtaining export and import licenses;

e delays, difficulties and expenses associated with discontinuing operations in certain countries;

e foreign antitrust regulation; and



e inadequate technical and other infrastructure.

We also have only limited experience in marketing, selling, implementing and supporting our products and services outside
the United States. These difficulties may adversely affect our business.

Product liability claims or other claims regarding the performance of our products or the nature of our services
may harm our reputation, increase our costs or decrease our revenues.

We may be subject to product liability claims or other claims regarding the performance of our products, even
though our license agreements typically seek to limit our exposure to such claims, because the contract provisions of our
license agreements may not be sufficient to preclude all potential claims. Similarly, we design, develop, implement and
manage solutions that are often crucial to the operation of our customers’ businesses. Customers who are not satisfied with
these services could bring claims against us for substantial damages. Additionally, our general liability insurance may be
inadequate to protect us from all liabilities that we may face. The successful assertion of one or more large claims that are
uninsured, exceed insurance coverage or result in changes to insurance policies, including premium increases, could have a
material adverse effect on our business, financial condition or results of operations. We could be required to spend significant
time and money litigating these claims, or where necessary, to pay significant damages. Such claims could also result in lost
revenues, adverse publicity and negative customer reaction. As a result, any claim, whether successful or not, could harm our
reputation, operating results, financial condition and ultimately our business.

If third parties claim that we infringe upon their intellectual property rights, our ability to use certain
technologies and products could be limited and we may incur significant costs to resolve these claims.

Our business depends upon intellectual property, and litigation regarding intellectual property rights is common in
the Internet and software industries. Intellectual property ownership issues may be complicated by the fact that our Global
Services division has often developed intellectual property for its clients and, in order to carry out projects, frequently
receives confidential client information. If an intellectual property infringement claim is filed against us, we may be
prevented from using certain technologies and may incur significant costs to resolve the claim. In addition, we generally
indemnify customers against claims that our products infringe upon the intellectual property rights of others. We could incur
substantial costs in defending ourselves and our customers against infringement claims. In the event of a claim of
infringement, we and our customers may be required to obtain one or more licenses from third parties. We or our customers
may not be able to obtain necessary licenses from third parties at a reasonable cost, or at all.

Because the protection of our proprietary technology is limited, our proprietary technology could be used by
others, which could increase our competition and lead to costly litigation.

Our success depends, in part, upon our proprietary technology and other intellectual property rights. To date, we
have relied primarily on a combination of copyright, patent, trade secret, and trademark laws, and nondisclosure and other
contractual restrictions on copying and distribution to protect our proprietary technology. We have three issued patents to
date. We may not be able to protect our intellectual property rights adequately in the United States or abroad. In particular,
we sometimes license the use of the source code to certain of our applications to our customers on a limited basis. We also
have an outsourcing agreement with Satyam Computer Services Limited, an offshore entity, which allows Satyam entity
broad access to certain of our applications. While we have included many contractual provisions in our agreements designed
to limit the use of such code and to protect our intellectual property rights, we cannot assure you that such protections are
sufficient to prevent infringement. In addition, some countries outside the United States have less stringent protections on
intellectual property and our rights may be difficult to enforce in such jurisdictions. Furthermore, litigation may be necessary
to enforce our intellectual property rights, to protect our trade secrets, to determine the validity and scope of the proprietary
rights of others, or to defend against claims of infringement or invalidity. Such litigation could result in substantial costs and
diversion of resources and could harm our business, operating results and financial condition.

Our participation in organizations creating web services standards may increase the chance that our intellectual
property rights are infringed, which could increase our competition and reduce our revenues.

We participate in a number of organizations for the purpose of establishing standards in the evolving web services
area. While we believe that our participation benefits Commerce One by allowing us to influence standards in a way that is
favorable for our technology, our participation also presents certain risks to the intellectual property rights in our technology.
These risks include but are not limited to the fact that these organizations generally require participating companies to reveal



certain aspects of their intellectual property and to provide a limited grant of intellectual property rights to other participating
companies. Such requirements can increase the risk that our intellectual property rights will be infringed.

Security risks of the Internet may deter future use of our products and services, which would reduce our
revenues.

Some of our solutions depend upon the secure transmission of confidential information over public networks.
Failure to prevent security breaches relating to the use of our products, or well-publicized security breaches affecting the
Internet in general, could significantly harm our business, operating results and financial condition. Advances in computer
capabilities, new discoveries in the field of cryptography, or other developments may not be sufficient to prevent a
compromise or breach of the algorithms we use to protect content and transactions on electronic marketplaces or proprietary
information in our databases. In addition to our own security systems, we rely on encryption and authentication technology
licenses from third parties. Unauthorized access, computer viruses, or the accidental or intentional acts of Internet users,
current and former employees or others could jeopardize the security of confidential information and create delays or
interruptions in our services or operations. We have in the past been impacted by global computer viruses, and have incurred
costs to resolve such viruses. In the future, we may be required to incur significant costs to protect against security breaches
or to alleviate problems caused by breaches. In addition, such disruptions or breaches in security could result in liability and
in the loss of existing clients or the deterrence of potential clients or transactions.

We may not have adequate back-up systems, and a disaster could damage our operations, reduce our revenues
and lead to a loss of customers.

We do not have fully redundant systems for service at an alternate site. A disaster could severely harm our business
because our service could be interrupted for an indeterminate length of time. Our operations depend upon our ability to
maintain and protect our computer systems at our principal facility in Pleasanton, California, which exist on or near known
earthquake fault zones. Although these systems are designed to be fault tolerant, they are vulnerable to damage from fire,
floods, earthquakes, power loss, acts of terrorism, telecommunications failures and similar events. In addition, our facilities in
California could be subject to electrical blackouts if California faces another power shortage similar to that of 2001. Although
we do have a backup generator, which would maintain critical operations, this generator could fail. In addition, we have
significantly reduced our workforce in a short period of time which has placed different requirements on our systems and has
caused us to lose personnel knowledgeable about our systems which may make it more difficult to quickly resolve potential
system disruptions. We expect to confront similar problems in the location to which we plan to move our headquarters in late
2003. Disruptions in our internal business operations could harm our business by resulting in delays, disruption of our
customers’ business, loss of data, and loss of customer confidence.

We have made investments in companies that have failed or may fail, and we may not be able to recoup our
investments.

We have invested in numerous technology companies, many of which have failed or are experiencing financial
difficulty. We have incurred losses in the past and, in 2002, we recorded investment losses of approximately $3.9 million
related to investments in these companies. As of June 30, 2003, our investment in private companies consisted of our
investment in Covisint, which had a carrying value of approximately $5.0 million. If Covisint or other companies in which
we may invest do not complete initial public offerings or are not acquired by publicly traded companies or for cash, we may
not be able to liquidate these investments. In addition, even if we are able to sell these investments, we cannot assure you that
we will recoup our investment or that we will not be required to sell these investments at a loss. Due to the economic and
market downturn, particularly in the United States, and difficulties that may be faced by some of these companies, our
investment portfolio could be further impaired.

Provisions of our charter documents and Delaware law could make it more difficult for a third party to acquire
us even if the offer may be considered beneficial by our stockholders.

Our certificate of incorporation and bylaws contain provisions, which could make it harder for a third party to
acquire us without the consent of our Board of Directors. Among other things, our Board of Directors has adopted a
shareholder rights plan, or "poison pill," which would significantly dilute the ownership of a hostile acquirer. In addition,
Section 203 of the Delaware General Corporation Law limits business combination transactions with 15% stockholders that
have not been approved by the Board of Directors. We also have entered into agreements with some of our strategic investors
that, to an extent, limit their ability to attempt to acquire us without board approval. In addition, certain features of our
Series B Preferred Stock that could require an acquiror to give the holders of Series B Preferred Stock similar rights in the
acquiror may make us less attractive to potential buyers. All of these provisions make it more difficult for a third party to



acquire us without negotiation. These provisions may apply even if the offer may be considered beneficial by our
stockholders.

Changes in accounting standards and in the way we charge for licenses could result in a reduction of the revenue
we are able to recognize.

In October 1997, the American Institute of Certified Public Accountants issued its Statement of Position 97-2,
"Software Revenue Recognition," and later amended its position by its Statement of Position 98-4 and Statement of Position
98-9. Based on our interpretation of the AICPA’s position, we believe our current revenue recognition policies and practices
are consistent with Statement of Position 97-2, Statement of Position 98-4 and Statement of Position 98-9. However,
interpretations of these standards continue to be issued. Future interpretations could lead to unanticipated changes in our
current revenue recognition practices, which could materially adversely affect our business, financial condition and operating
results.

The Securities and Exchange Commission and the Financial Accounting Standards Board are also currently
reviewing the accounting standards related to other areas. Any changes to these accounting standards, or the way these
standards are interpreted or applied, could require us to change the way we account for any other aspects of our business in a
manner that could adversely affect our reported financial results.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The following discusses our exposure to market risk related to changes in interest rates, foreign currency exchange
rates and equity prices. This discussion contains forward-looking statements that are subject to risks and uncertainties. Actual
results could vary materially as a result of a number of factors including those set forth in the section entitled "Risk Factors".

INTEREST RATE RISK

As of September 30, 2003, we had total restricted and unrestricted cash, highly liquid investments and short-term
investments of approximately $15.1 million. These investments may be subject to interest rate risk and will decrease in value
if market interest rates increase. A hypothetical increase or decrease in market interest rates by 10 percent from the market
interest rates at September 30, 2003 would cause the fair market value of our cash and cash equivalents to change by an
immaterial amount. Declines in interest rates over time will, however, reduce our interest income.

FOREIGN CURRENCY EXCHANGE RATE RISK

Substantially all of our revenues recognized to date have been denominated in U.S. dollars, a significant portion of
which have been transacted with customers outside the United States. To the extent that we engage in international sales
denominated in U.S. dollars, an increase in the value of the U.S. dollar relative to foreign currencies could make our products
more expensive in international markets. We will continue to monitor our exposure to currency fluctuations and although we
have never used financial hedging techniques to date, we may use them in the future to minimize the effect of these
fluctuations. Nevertheless, we cannot assure you that these fluctuations will not harm our business in the future.

EQUITY PRICE RISK

From time to time, we have made investments in private companies, particularly private companies that are our
strategic partners or customers. We have sold certain investments at a loss over the past year. As of September 30, 2003, our
investment in private companies consisted of our investment in Covisint, which had a carrying value of approximately $5.0
million. If Covisint or other companies in which we may invest do not complete initial public offerings or are not acquired
by publicly traded companies or for cash, we may not be able to liquidate these investments. In addition, even if we are able
to sell these investments, we cannot assure you that we will recoup our investment or that we will not be required to sell these
investments at a loss.

ITEM 4. CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedures. As of the end of the period covered by this Quarterly Report
on Form 10-Q, our management evaluated, with the participation of our Chief Executive Officer and Chief Financial Officer,
the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Securities
Exchange Act of 1934, as amended (“Exchange Act")). Based upon that evaluation, our Chief Executive Officer and Chief
Financial Officer concluded that our current disclosure controls and procedures are effective to ensure that information we



are required to disclose in reports that we file or submit under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in Securities and Exchange Commission rules and forms.

(b) Changes in Internal Controls Over Financial Reporting. There was no change in our internal control over
financial reporting that occurred during the period covered by this Quarterly Report on Form 10-Q that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

We currently are a party to various legal proceedings, including those noted below. While we currently believe that
the ultimate outcome of these proceedings will not have a material adverse effect on our results of operations, litigation is
subject to inherent uncertainties, and unfavorable rulings could occur. Depending on the amount and timing, an unfavorable
outcome of some or all of these matters could have a material adverse effect on our cash flows, business, results of operations
or financial position.

Securities Litigation

On June 19, 2001, a class-action securities claim, captioned Cameron v. Commerce One, Inc., et al., was filed
against Commerce One, several company officers and directors (the "Individual Defendants"), and the three lead underwriters
in the Commerce One initial public offering ("IPO") in the United States District Court for the Southern District of New
York. Various plaintiffs have filed similar actions asserting virtually identical allegations against more than 200 other
companies. The lawsuits against Commerce One and other companies have been coordinated for pretrial purposes with these
other related lawsuits and have been assigned the collective caption In re Initial Public Offering Securities Litigation.

On April 19, 2002, plaintiffs’ lawyers for the coordinated lawsuits filed an amended complaint consisting of a set of
"Master Allegations" and individual amended complaints against the various defendants, including Commerce One and the
Individual Defendants. The amended complaint alleges violations of Section 11 and Section 15 of the Securities Act of 1933,
Section 20(a) of the Securities Exchange Act of 1934 ("Exchange Act"), and Section 10(b) of the Exchange Act (and Rule
10b-5, promulgated thereunder) as a result of alleged conduct of the underwriters of the IPO to engage in a scheme to under
price the IPO and then artificially inflate our stock price in the aftermarket. The complaint seeks unspecified damages on
behalf of a purported class of purchasers of common stock between July 1, 1999 and June 15, 2001. On July 15, 2002, the
issuer defendants and individual defendants filed an omnibus motion to dismiss addressing issues generally applicable to the
defendants as a group. On October 9, 2002, the district court entered an order dismissing all of the living individual
Commerce One officers and directors from the case without prejudice. On February 16, 2003, the district court entered an
order denying most of the defenses asserted by the defendants in the omnibus motion to dismiss and allowing most of the
case to proceed. A proposal has been made for the settlement and release of claims against the issuer defendants, including
Commerce One. Under the settlement proposal, the plaintiffs would dismiss the issuer defendants from the lawsuit
(including Commerce One and named individual defendants) and continue to pursue their case against the underwriter
defendants. In exchange for this dismissal, the D&O insurance carriers would agree to guarantee a recovery by the plaintiffs
from the underwriter defendants of at least $1.0 billion. Our Board of Directors has approved Commerce One’s participation
in the settlement. The settlement remains subject to a number of conditions, including approval of the proposed settling
parties and the court. If the settlement does not occur, and litigation against Commerce One continues, we believe we have
meritorious defenses and intend to defend the case vigorously.

In February 2003, Commerce One, along with its Chief Executive Officer and former Chief Financial Officer, were
named as defendants in a similar class-action matter in Florida, Liu v. Credit Suisse First Boston et al., United States District
Court, Southern District of Florida. In that case, the plaintiff alleges that various investment banks, issuer companies, and
individuals violated securities laws by engaging in a scheme to under-price initial public offerings and then artificially inflate
prices of those stocks in the aftermarket. The Commerce One defendants have been dismissed from the case. By court order
dated July 16, 2003, the court declined to grant the plaintiff’s motion to vacate its order of dismissal, finding that plaintiff
lacked good cause for failing to effect service on the dismissed defendants, including Commerce One. This case also has
been coordinated with the other similar class-action securities cases pending in New York, including the Cameron matter
described above, and it remains unclear whether the proposed settlement of those other cases will apply to the claims in the
Liu matter.

Other Litigation



In June 2003, we initiated an arbitration proceeding in Michigan against Covisint, LLC ("Covisint"). The arbitration
demand seeks to compel Covisint’s payment to the Company of approximately $2.8 million in accounts receivable as of the
time of filing of the demand. We expect that figure to increase over time and, depending on the timing of the arbitration in
2003, we expect the total payment claims to range between $2.8 million and $5 million. Subsequent to our filing the
arbitration demand, Covisint filed an action in a Michigan state court seeking a judgment that the dispute between the parties
is not subject to arbitration and also asserting unspecified damages for an alleged breach of contract by Commerce One. In
late July, the court ruled that the dispute over Covisint's payments to Commerce One is subject to mandatory arbitration and
also ruled that Covisint may still pursue its breach-of-contract action against Commerce One in Michigan state court if it
chooses to do so. The parties have agreed to temporarily stay both actions in order to pursue settlement discussions.

In October 2003, as described in the section entitled “Renegotiation and Settlement of Certain Real Estate
Obligations”, the lawsuit brought by Marriott Plaza Associates was dismissed.

ITEM 2. CHANGES IN SECURITIES AND USE OF PROCEEDS

On July 10, 2003, we received a $10 million investment from BayStar Capital II, L.P. ("Baystar"). As part of that
transaction, we issued 100,000 shares of our Series B Convertible Preferred Stock ("Series B Preferred"), and five-year
warrants to purchase 2,209,945 shares of our common stock (the "Warrants"). The Series B Preferred is initially convertible
into approximately 4,297,748 shares of our common stock at a conversion price of $2.3268 per share. The exercise price for
the warrants is $2.715 per share. For accounting purposes, we valued these securities at $10 million. The securities were
sold in reliance upon the exemption from registration provided by Section 4(2) of the Securities Act of 1933, as amended,
and Regulation D promulgated thereunder.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.
ITEM 5. OTHER INFORMATION
Non-Audit Services

In addition to audit services, our auditors, Ernst & Young LLP, provided the following non-audit services to us: tax
related consultation, tax preparation, audit services relating to our 401(k) plan, and review of our Registration Statement on
Form S-3.The audit committee of our board of directors has reviewed and approved Ernst & Young LLP’s engagement to
provide these non-audit services.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibit Index

Exhibit Description
Number
3.1(1) Amended and Restated Certificate of Incorporation of Commerce One, Inc.
3.2(2) Certificate of Amendment, dated September 16, 2002, to Certificate of Incorporation.
3.3(3) Amended and Restated Bylaws of Commerce One, Inc.
4.1(1) Specimen Common Stock Certificate.
4.2(5) Amended and Restated Preferred Stock Rights Agreement, dated as of July 10, 2003, between
Commerce One, Inc. and Equiserve Trust Company, NA.
4.3(4) Certificate of Designations, Preferences and Rights of the Series B Convertible Preferred
Stock.
10.1(4) Registration Rights Agreement, dated July 10, 2003, by and between Commerce One, Inc. and
the investor named therein.
10.2(4) Securities Purchase Agreement, dated July 10, 2003, by and between Commerce One, Inc.

and the investor named therein.



10.3(4) Warrant to Purchase Common Stock, dated July 10, 2003.

10.4 + * Strategic Alliance Agreement Amendment No. 6, by and between Commerce One Operations,
Inc. and SAP AG, dated November 13, 2003.

31.1 Certifications of the Chief Executive Officer and Chief Financial Officer of Commerce One
pursuant to section 302 of the Sarbanes Oxley Act.

32.1 Certification of the Chief Executive Officer and Chief Financial Officer of Commerce One
pursuant to section 906 of the Sarbanes Oxley Act.

+ Previously filed.

) Incorporated by reference to Commerce One’s Form 8-A filed on July 11, 2001.

) Incorporated by reference to Commerce One’s Form 8-K filed on September 19, 2002.

3) Incorporated by reference to Commerce One’s Form 10-Q filed on August 14, 2002.

4) Incorporated by reference to Commerce One’s Form 8-K filed on July 11, 2003.

(5) Incorporated by reference to Commerce One’s Form 10-Q filed on August 14, 2003.

* Confidential treatment has been sought for portions of this exhibit.

(b) Reports on Form 8-K filed during the quarter ending September 30, 2003.

Form Filing Date Event Reported

8-K 7/2/03

8-K 7/11/03

8-K 7/23/03

8-K 8/7/03

A report on Form 8-K furnished by Commerce One, Inc. disclosing that the Company had issued
a press release announcing certain results for the quarter ended June 30, 2003 and announcing the

restructuring of a number of real estate obligations.

A report on Form 8-K filed by Commerce One, Inc. disclosing that the Company had issued
100,000 shares of Series B Convertible Preferred Stock, and five-year warrants to purchase
2,209,945 shares of its common stock, to an institutional investor for a purchase price of
$10,000,000.

A report on Form 8-K furnished by Commerce One, Inc. disclosing that the Company had issued

a press release announcing results for the quarter ended June 30, 2003.

A report on Form 8-K furnished by Commerce One, Inc. re-filing the Form §-K it filed on July

23,2003 with a corrected IRS Employer Identification Number.



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

COMMERCE ONE, INC.

(Registrant)
Dated: May 26, 2004 By: /s/ Charles D. Boynton
Senior Vice President and Chief Financial
Officer (Principal Financial and Accounting
Officer)
Dated: May 26, 2004 By: /s/ Mark B. Hoffman

President, Chief Executive Officer and Chairman
of the Board (Principal Executive Officer)
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